Industry Adv1sory Panel

Jun 2,2005 - Minutes




file:/l1Z|/Storage/0602usds.txt

U. S. DEPARTMENT OF STATE

OVERSEAS BUI LDI NGS5 OPERATI ONS

I NDUSTRY ADVI SCRY PANEL MEETI NG

Thur sday, June 2, 2005

9:29 a.m

Conf erence Room 1109
Harry S. Truman Buil di ng
2201 C Street, N W
Washi ngton, D.C.

file:/l/Z|/Storage/0602usds.txt (1 of 208) [6/13/05 10:50:30 AM]



file:/l1Z|/Storage/0602usds.txt

2
I NDE X

| TEM PAGE
Openi ng Remar ks/ Updat e 3
Panel Questions and Comments 28
Questi ons: 31
Question 1 32
Question 7 53
Question 3 71
Question 6 82
Question 10 110
Question 2 118
Questions 11, 12, 13 125
Question 15 166
Question 5 167

I ntroductions and d osing 187

file:/l/Z|/Storage/0602usds.txt (2 of 208) [6/13/05 10:50:30 AM]



file:/l1Z|/Storage/0602usds.txt

PROCEEDI NGS

GENERAL W LLIAMS: Good norning all. G na
will have sonme adm n comments first, and then, we
wi | | conmence.

MS. PINZINO Good norning, everyone. |
just wanted to welcome all of you to our Industry
Advi sory Panel. | would like to first of all say
thank you for your patience and all of your
cooperation as we set this neeting up, and | wanted
to especially recogni ze our nenbers of the
Managenent Support Division, who do an outstandi ng
job each and every time for the nmeeting in getting
each of you situated even in |ate breaking
ci rcunst ances

So without further ado, I'mgoing to turn
it over to Joyce Henderson, who will nmake sone
security and safety conmments. And then, we wll
turn it over to Ceneral WIliams for the
commencenent of the panel neeting. Thank you

MS. HENDERSON: Good norning, |adies and
gentleman. | am Joyce Henderson, OBO security

officer. Two remi nders: please ensure that you
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wear your visitor's badge, OBO badge so that we'll
know who you are and that you're escorted at al

ti mes when you are wal king the halls. And for a
safety reminder, if for sonme reason we nust
evacuate the building, please exit out of this door
to the right; turn left at the exit sign; go

strai ght down the hall and out the door and
assenbl e under the C Street exit.

Thank you.

GENERAL W LLI AMS: Okay; good norning
everyone. |'d like to welconme the panel and those
who are sitting as visitors. As you know, this is
an open neeting, and the mnutes of the neeting by
the statute on which the panel was set up will be
recorded, and we will proceed with the meeting.

First of all, this is basically a portion
of a new panel, because we have sonme new nenbers,
and we al so have sone who have been with us for a
period of tinme. So first of all, | would like to
formally introduce the new nmenbers. Not here today
is Mchael DeChiara, who will be coming in alittle

bit later. | amintroducing himin absentia. He
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is a nmechanical engineer. He has a quantitative
background, also a | aw degree and et cetera. He
has been a counsel to the AlIA in several states and
the Council of Engineering and the |ike; Associated
Omners and Devel opers; in other words, he has a
perfect background for what we are | ooking for.

Al so as a new menber is Richard Chace
sitting right in the front of ne. Richard night
want to raise his hand so that everyone can
recognize him Richard comes to us fromthe
securities industry. He's a senior |evel associate
and executive there. He brings strategic planning
and threat assessnents and risk analysis and a
whol e bunch of other executiveship to us to the
panel .

Al so, sitting to nmy left front is Mary
Anderson. Mary has been follow ng our panel and
OBO for the last four years. She is with Schnabel
Engi neering. Her expertise is in devel opment and
qualifications, and of course, she is an active
menber of the Society of American Mlitary

Engi neers; has held a nunber of positions
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associated with that and brings a wealth of
know edge. She al so represents the Wnen in Retail
and Real Estate.

So we are delighted to have Mary. W are
delighted to have Richard and of course M chael in
absentia. And together with these three, we have
one nenber person today substituting for a
desi gnated nenber, Dieter Huckestein, who is from
our hospitality industry, because we have a | ot of
work that inpacts buildings of that nature, so this
is our first entry fromthat side of the industry,
and so, Bill Edwards, who is sitting to ny right
front, is representing Dieter, and they will be
taking board seats the early part of the year.

And also to the sitting nenbers, we have
Geor ge Papadopoul os, who is over to the left here,
a stalwart for us. He has very hard on this board;
and obvi ously Joel Zingeser, who is sitting across
inthe front is a long-tine nenber; Craig Unger,
fromour Design Build Institute; Mary Ann Lew s
fromour value engineering world; and, of course,

Todd Rittenhouse.
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Ckay; now, the rules are very sinple here.
This is our 13th session together, so | think we

pretty nuch have it right. And so, for the new

menbers, | know that your predecessor, if you had
one, probably coached you. |If not, Gna did as
well. But we have given you sone homework, and we

will be asking you to work with us on a sanity
check.

Let me say sonething about this panel:
this panel, your panel, our panel, the Governnent's
panel has received some of the highest ratings in
governnent, and | have been around government a day
or two and understand and have worked with these
ki nds of bodi es before.

During a recent hearing that | was
appearing at on the Hll, one of the Commttee
chairs asked a question about this panel, because
obvi ously, he had heard somnething about its being.
And it was a very pointed question, and it gave us
the opportunity to respond back to him And the
response was as follows: according to a 2003

survey by the GSA apparatus that | ooks at Federa
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advi sory comrittees, the IAP, which is our Industry
Advi sory Panel, denponstrated superior results on
peopl e, process, outcone, and again, in 2004, the
sanme panel was identified by the sane Gall up
polling as one of the best advisory comrittees in
governnent, not just in Washington but in
governnent. So that is a matter of record, so for
t hose who are observing and those who are joining,
this panel is considered as one of our best
practi ces.

Ckay; with that little introduction, what
I amgoing to do this norning for ny portion, as
do at each one of these, is to give you an update
on what has happened since we |ast net to nmake
certain that you are very current on what we are
doing with our program So | do not know, we may
have to do sonething with the lights, but if you
wi Il focus now near the door, you will be able to
see the screen, and this first chart, the next
chart, tal ks about the vision

I have had now three sessions wth--and

don't nean just wel com ng sessions but | mean
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really sessions--with Dr. Rice, two 45-mnute

sessi ons and anot her 30-mi nute session where she
was very intense about trying to learn this very
conplicated program And out of all of this, we

| earned that Dr. Rice has noved forward with a

vi sion which I think nakes an awful |ot of sense.
It is transfornmational diplonmacy, and our
connectivity to that is preparing and buil ding the
diplomatic platform And she connects quite well
to these two dots, because it is very inpossible
for that transformati on process to take place,
because transformation, by its definition, one of
its definitions is change, and it is a process by
whi ch you nmove from one state of being to the next,
so our diplomatic platformlends itself very nicely
to that.

Havi ng said that, we have to get our job
done, and that is construction. It will have to be
done on tine, on budget, and by the nobst efficient
means possi ble. This next slide tal ks about our
portfolio. You have seen this before but just to

illumnate a couple of things, we operate with
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about $1.5 billion per year. That has exceeded
that nunber the | ast couple of years. W are
managi ng about $4 billion of work. By Septenber
30, with the addition of another $1.4 billion that
will mgrate under nanagenent, in Septenber, we
will be at $5.4 billion, because we will be
bringi ng on board Baghdad and about $800 mllion of
ot her new worKk.

As this depicts, we plan, we |ease, we
sell, we buy all of the real estate around the
world. The newest interest into this real estate
is 104 acres of property in Baghdad, which we just
came to closure about six weeks on. This will be a
portion of the property on which we will build the
new conmpound. You see the other stats there for
your information.

Next slide speaks to the real problem
This is what we started with in 2001. W have
shown this to you before, but it is inmportant to
bring it back up once again, because the reason
that we are in this fix in our Governnent, if you

will, is because our stuff is 40 years old versus
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what everyone el se owns in the way of U. S.
interests such as oil conpanies, et cetera; that is
about 20 years old. So we have to work our way out
of that.

So this next slide shows what is on our
plate. W have 40 new enbassy conpounds, annexes,
et cetera, under construction as we speak val ued at
about $3 billion; lots of rehabs, another $0.6
billion; a lot of conpound security, which is
slightly over $150 million. W intend to roll out
and are postured to do a dozen or so annexes this
year. That is to include Baghdad at $592 mllion
is the programred anmount of noney, which | think
everybody in the world knows now after the vetting
on the Hill.

Then, of course, we have anot her program
Soft Targets, which we are just noving forward
with, but it's catching on very nicely. That is a
program designed to | ook at Anerican interest-type
facilities that are not necessarily part of the
di pl omatic enclave. Then, of course, a |ot of

projects in planning, $6.4 billion worth, and that
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is what is on our plate.

Now, when we tal k about an NEC, that is a
new enbassy conmpound. Dr. Rice was very interested
in this particular aspect, because this is the core
of what we are trying to do. W are not building a
buil di ng; we are not building an enbassy; we are
bui l ding a compound, generally on a 10-acre site,
and that cones with many structures, one of which
is a chancery or a consul ate, however you want to
refer; several buildings for general support, a
Mari ne security guard quarters, dormitory; a
massive utility system and now, parking is on the
facility as well; a recreation center of a sort;
and then, a state-of-the-art perinmeter system
whi ch has various structures as well.

And that is the conmpound. It is situated
on a 10-acre site, generally, acreage that is
definitely not on Main Street. So we have to
understand that part of it. It is inpossible to
find the kind of property we need downtown. So we
work with the host countries, and together, we find

the appropriate place.
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Thi s next slide speaks to goi ng forward.
In 2001, we had about 194 deficient buil di ngs
either fromsecurity or just general functionality.
We have carved into that 194 by starting and/or
conpl eting 54 of those over the |ast four years.
This is what's left on the plate: 140, which is
val ued roughly at $15 billion to $17 billion to be
funded over the next 13 or 14 years at $1.4 billion
annually. That is our programfor new work. It
has nothing to do with rehabs and all of the other
that noves along. This is purely new work.

Now, let me sort of put the proof on the
puddi ng and show you how we have spent that nobney
whi ch has been allocated. And | might add that the
U S. Congress has been absolutely phenonenal in its
support of the new program Once we got the nutua
trust in place and denonstrated that we could be
account abl e, the Congress has been npbst supportive
for this effort, and we are very thankful for that
on our new construction

So starting with the first--this is Doha.

It's open, been open alnobst two years. This is
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Lima, Peru. It is a very, very large annex for
USAI D, state-of-the-art; it's been open a year now.
Tunis in Tunisia, a 10-acre site with all of the
things | just tal ked about for an NEC, it's open
over a year ago. Dar es Salaam we are very
thankful that this facility opened a year and a
hal f ago. As you know, it along with Nairobi were
hit about an hour after each other, and we tried
very hard to make the openings simultaneously, but
the logistics just didn't allowus to do that. So
Nai r obi was open one day, and Dar was open the next
day.

Thi s shows the chancery; very beautiful
Those pal mtrees now have matured. The grass is,
in fact, green. W have a |l ot of
state-of -the-artness around this structure, reverse
osnosis and all of that for our water. It is a
wonder ful process. This is our Marine quarters.
Don't cone much better than that. This is the
USAI D apparatus on the same canpus, and just take a
note at the hallways to the right.

Up the coast about 282 kiloneters, you'l
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find Kenya, and this is Nairobi; a beautiful
facility with a menorial garden. | like to make
reference to the fact that even the flagpole is in
the right location on that site. It's well done.
This is the entrance to the main building as you
see in the lower right hand corner. The MSGQ shows
94 percent here. This was a little bit dated.

It's open. This next slide shows the USAID
bui | di ng, which was not a part of the origina
package. It was left out. W went back to make
this a full NEC, and we'll be opening this in about
ei ght nont hs.

I stanbul, Turkey was next. This won a
cl ean sweep of the international awards, and this
goes after this are you buil ding bunkers mentality
that a few people have tried to wite about, and
think wi nning the international recognition sort of
answered that question for everyone. This is what
we are building. [It's been open over a year
You' re | ooking down at the cafeteria fromthe CG s
of fice.

Zagreb, Croatia opened about a year and a
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hal f ago. This is the USAID wing that is depicted
on the lower left hand corner. Sao Paol o, Brazil
completed in 13 nmonths. Right now, it represents
the | argest and nobst productive consul ar operation
we have in the inventory. It is a wonderfu
facility. There are 275 waiting seats for people
who are waiting to be served. |It's covered. It
has a tot area for the kids and et cetera, et
cetera

Abu Dhabi in the Emirates has been open
about a year; another award w nner for design
build. Tirana in Al bania, the MSGQ is in place as
we speak. The rest of the NEC trimmings will cone
|ater. We hope to have this open shortly after
Chri st mas.

Sofia, Bulgaria is an exanpl e of
excell ence. W have had CoDels in there ever since
we opened this. W opened it just before
Christmas. It answers the real question; it is the
true NEC with 3,000 trees. W preserved a | ot of
trees. It was an old sort of a canpus site, and we

were able to protect a lot of the surrounding
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trees, but the replant, reforestation was
trenmendous. What you're looking at is the entrance
to the anbassador's office, and it's well

pr esent ed.

Yer evan, we just opened three weeks ago;
just to say a word or two about our buil ding:
aut omat ed systemcall ed BAS;, as we toured this
bui I di ng, obvi ously, people who were with us were
interested in how we were going to do the
mai nt enance, et cetera. This building has over
3,000 sensor nodes that will tell us what is going
right or wong in the building. It just takes a
smart person to be at the other end of the desk
conmputer to figure these things out. But this is
the |l evel of state-of-the-artness that we are
putting in the buil dings.

Abidjan is next. W will be opening this
next nmonth. It is done for all practical purposes
and conpleting its certification. Abuja, we wll
open this one the next day. It is conpleted for
all practical purposes.

Luanda will be open in the next 90 days.
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It's been a struggle there for us because we didn't
have the 10 acres. This was sort of a tweener, if
you will, and we have worked to make it work. The
inmportant thing is that it will be done, and our
people will be out of harmis way. Dushanbe in
Tajikistan is a Labor Day delivery.

Kabul in Afghani stan, we have worked very
hard to get our folks out of harmis way here. This
14- acre renmake of this conmpound with housing, and
the housing is hardened together with a host of
structures. The first part of this will open
before the sumrer passes. Across the street is a
what we call Kabul 11. [It's where our USAID and
others are situated now, and eventually, they,
too--we built this, but they, too will have a new
facility.

Phnom Penh in Canbodi a could be a
Christmas gift. |It's going very nicely, on
schedul e, and could be slightly ahead of schedul e.
Tashkent in Uzbekistan no question will be ahead of
schedul e, because you know we had a very anbitious

duration to begin with, but these will cone in
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early. Thbilisi in Georgia also has the potenti al

to be several nonths early. So all three of these

could be Christmas presents as well. They are not

schedul ed until FY 2006 for the nornal duration.

So we are very pleased; tough parts of the
world. | don't know where you have travel ed, but
if you have ever been to Uzbeki stan or anywhere in

the "stans," not even to speak about Georgia, you
know this is tough going, so we are very pleased
that these three facilities have the potential of
bei ng early.

Frankfurt, Germany is a remake of a
hospital. |It's going to be a regional center
It's been a tough one for us. Mst of you know |
really don't |like these rehabs unless we are able
to attack thema little differently, but
neverthel ess, we are going to open Frankfurt. The
date is set: 30 August. And we have opened one
wi ng already, and then, we will have our regional
center.

Cape Town, South Africa will be open

before the snow falls. Yaounde, Caneroon will be
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open before the snow falls this year. Conakry,
Quinea is early next year, sonetine before March.
Bri dget own, Barbados, sane; Kingston, Jamica, |ate
sunmer; next, Kingston, Janmica staff housing, and
since it's not a secret anynore, this will be the
Powel | Plaza. It will be named for our former
Secretary and dedicated in July.

Freetown, Sierra Leone, which is a very
tough area; this is a late FY '06 delivery.
Banmako, Mali, the sane. Astana, Kazakhstan, this
is the third of the "stans" now. This one is a
sumrer ' 06. Bel nmopan in Belize, just com ng out of
the ground. We broke ground there in January on a
very tight schedule, less than 24 nonths, |ess than
24 nmonths. Kathmandu is getting started com ng out
of the ground; another tough part of the world,
Nepal . Accra, Chana; sane. W are getting
started. Lone, Togo, the same; Algiers, another
very tough part; we limted that with seven acres
because of some strictures on property, but we are
going to nake that work. That, too, is going to be

chal | engi ng.
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Panama City, off and running; good start;
great site, all going. W're renaking the canpus,
if youwill, in Athens, Greece. You can see the
exi sting chancery in the upper left, and we took
the back part of that and are now going to put in
pl ace the Marines and parking and annexes and all
of that to make certain that it beconmes an NEC
Managua, Ni caragua, sanme as Bel nopan; off to a
great start, and we are going to do sone innovative
things there with noving a portion of the chief of
m ssion's residence back to where it was 40 years
ago, and we can't figure out why they ever left.

Rangoon, off and running as well in Burnsm;
anot her tough part of the world. Port au Prince,
we are departure as we speak, but we are going to
figure out a way; | briefed sone peopl e yesterday
that as soon as things get quasi-settled, we have
to get in gear, because w thout an enbassy and
particularly a hardened enbassy, we can't do nuch
and all our people who participate with us know
that sonetine, we're shot at, and that goes with

the turf. So we have got to figure out howto
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continue to work. W had two wars in Abidjan in
Cote d'Ivoire, and we were able to keep the
construction ongoing in spite of the ordered
departure. Berlin is off and running. This one,
as you know, hung around for a decade pl us.

Beijing in China is a storybook in itself.
Can't say enough about that. |It's really in good
shape, and you know this is in a very delicate part
of the world. This picture doesn't do justice. In
fact, we have the long building that's outlined in
green; they're all covered now, and we basically
have two of the major buildings enclosed, and we're
ready to continue with sone of the other parts.

This next slide |lays out what we have
pl anned for 2005. | spoke to that a little bit
earlier nunerically, but now, you can get sone
visibility on location. W're going back into
Bogota and fix Bogota such that it has sone nore
expansion area. Going into Mexico for the first
time with a large, a very large NEC, and of course,
goi ng back to Mbscow to do some work there and

going into India and goi ng down in Ecuador; going
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to go into the Bal kans in Skopje and way, way down
yonder in Fiji and et cetera, et cetera.

We are going to catch up some of the USAID
bui | di ngs because sone of their funding was out of
sync when we noved, because we noved rat her
rapidly, and we just got the funding lined up, so
we are playing a little catch up. You see Kingston
com ng on board, Port au Prince, et cetera, and
Kigali, in Rwanda, where some very horrible things
happened, putting a very |arge enbassy compound in
that country. And you see Khartoumin Sudan for
the first tinme.

This next slide sort of waps it up for
us. We have opened since 2001 15 NECs, Arnenia
being the nobst recent. W have 40 under design or
construction as we speak. You have just w tnessed
those. W are scheduled to open at least 10 this
year, nost likely 12, because | will prep you on
sonme maybes, but ny deal with the Congress is that
| promised them 10, and we have two open, and it's
no doubt that we will get the other eight and

possi bly beyond that. We're scheduled to award 11
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this next couple of nonths and including the big
one in Baghdad.

So the summary at the end of 2005 should
| ook Iike this: we should have 25 new enbassy
conpounds open. W shoul d have another 41 stil
under managenent after taking 10 out in addition to
si x USAI D annexes, because they are not exactly
conmpounds, but it will be 47 new facilities
ongoi ng.

This next slide really is true, and the
best way | can describe that is in Zagreb, which
was a cornfield when | first arrived, and every
| ocal ly engaged person told ne that it was going to
be difficult to get to work and all of the issues
and what ever, and we went back to cut the ribbon;
there was a six-lane road in place, housing,

Kent ucky Fried Chicken, MDonald's--

[ Laught er.]

GENERAL W LLIAMS: --and taxis all over
the place, and the sane person cane up, and he said
I was wrong, General, and you were right. So when

we build, they do cone.
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Anot her story in Sofia, Bulgaria: very
renote place; very concerned about housing for our
people. When we were there for the 50 percent
progress, a few little nodes were around and about,
but ribbon cutting before Christmas; the best
housing today in Sofia, Bulgaria is within a rock
throw of our enbassy: first class, Anerican
standards, et cetera, et cetera.

Ckay; this is best practice, and it is
clear that this panel is on top of that. This is
one of the smart things | think our State
Department did. Qur Interagency Facilities
Council, where we talk to the tenants who are
participating with us, let them know what's goi ng
on. They get the same briefing you' re getting. 1In
fact, | give this to everybody: the GAO, the IG
and whoever wants to hear it.

We have the cost estimation process, we
think, just about right now W really think we
know how to do it. It's benchmarked very well.
There's been a lot of work on this with industry.

Good validation process, so our nunber is a good
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nunmber. There's been a lot of work on val ue
engi neering. W are hitting it twice now, once in
pl anni ng and again in execution.

The crown jewel in all of this has been
our standard enbassy designs, because that is
allowing us to do several things: to reduce the
time, to institute the design build concept. They
run hand in hand. And of course, what drives al
of that is an integrated planning review, with al
of the players around the table fromthe start to
the finish. W share the good and the bad
together. And then, of course, keeping our people
trained was a major deficiency, and we have that in
pl ace now, and that's a good practi ce.

And then, of course, the | ast one would be
the partnership that we have with the GAO and I G
I would think they are probably here today; they
come to our progress reviews, and they will be the
first to say that we don't alter; we discuss the
good, the bad, and the indifferent, and | think
that is a very good thing, because they have an

overwat ch function; we recognize that. And we want
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themto know how we are doing it, because it's
transparent, and we're using the public's noney,
and they have a right to know. So we don't mnd
themsitting and goi ng through those two days
of--well, staff has a ot of nanmes for it but two
days of work.

Now, these are ny guys here. Okay; you
know who you are, and this was at our |ast pane
meeting, and you can see how i ntense these nmenbers
are, so | didn't know you were sweating, George
but - -

[ Laught er.]

GENERAL W LLIAMS: Okay; all right. On
the next one, we've gotten sone recognition, and
think that's a good thing. Those who have | ooked
at us froman external way; the Gol den Shears
Award, which Ann witnessed a couple of years ago
for our val ue engi neering.

And the second one is very inportant,
because this is working smart and just plain good
governnent on some things we did there, and of

course, our panel and our awards, et cetera, et
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cetera

Ckay; that's the update, and |'ve taken
about five mnutes nore of ny tine, but are there
any questions on any part of that? But |I feel you
need, the panel needs to have this so that you know
you are absolutely current, so that as of this
nmor ni ng, you know where the programis and what we
are doing, and so, when you read sonething about 10
deliveries and 13 starts and 40 under construction,
you have seen them pictures of them So this
makes all of that credible. So are there any
questions on any of that?

Yes, George

MR PAPADOPOULCS: One observation that |
have, General, and | would like to find out if that
is aplan or not: it appears all the enbassy
conmpounds that have opened are nostly concentrated
in the African region

GENERAL W LLI AMB: Right.

MR PAPADOPOULCS: And then, it noves
towards the Asia "stans" and so on

GENERAL W LLIAMS: Right.
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MR, PAPADOPQULCS: |s that on purpose to
acconmodat e the construction practices and
availability of personnel?

GENERAL W LLI AMS: No, George, that's
where the hurt was. They were the npbst negl ect ed.
There was not hing going on in Africa. You know a
little notion about two places. W have 11 new
conmpounds coni ng out of the ground there because
there was nothing to work with in Africa. They
have a terrible electrical distribution system and
we just spend tons of nponey trying to maintain
these little residential makeshift enbassies we
have.

In the "stans," and |'ve said this openly
on the Hll, to nmy bosses, and everything el se,
think we didn't exactly--when we stood up enbassies
10 years ago, we had to do it very quickly, and we
mgrated to residences, and we tried to make

sonet hing in Tashkent | ook |ike an enbassy, but an
ol d house or an old residence just wouldn't work

for us. So we ended up with a lot of functionality

probl ens.
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So in that Eastern Europe part of the
wor | d, the Bal kans and to sone degree East Asia and
the Pacific and Laos, Canbodia, and so on, that's
where the biggest hurt is. Europe was pretty nuch
matured. It was one of the first in some places,
and the Pacific was okay, but Africa was hurting.
South Anerica was hurting. That's why you see us

i n Barbados and Kingston and Quito and all of that.

Ckay; yes.
FROM THE AUDI ENCE: | just have a coment.
Yesterday, | was at the Al A national headquarters

tal ki ng about the BRAC, the closing and their big
program And your panel and your nane cane up as
an exanple of howto get this very difficult fast
track project to be done here in the United States.
So | just wanted to tell you about that. They were
very conplinentary about this panel and your
efforts.

GENERAL W LLI AMB: Thank you. Thank you
Thank you very much.

Are there any other questions before we

get started by anyone?
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[ No response. ]

GENERAL W LLIAMS: Again, we appreciate
you attending, and now, we will begin with our
wor K.

| do want to say a word. G na and her
staff has worked very hard to put together not just
sonme pi eces of paper for you, but they have gone
out of their way to nmake certain that even the
bookl et is attractive. So take sonme tine and | ook
through that. G na has just been elevated to a
| evel of responsibility which aligns her directly
with the external portions of our organization, and
that's the Congress, so she will be working nore
proactively with industry. Al of you know her,
but she is our point of contact. So | just wanted
to recogni ze this work

The first area that | would |like to have
you ponder with ne and hopefully hel p us through
this one. You know, anything that we discuss here,
we have been chewing on it for awhile, and we just
need to get your views about it. We would just

like for you to respond to No. 1, reducing risk and
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dealing with the critical path are two very, very
touchy elements in the process.

Now, this question, quite frankly, goes to
the heart of managing projects. This is hard
management when deci si ons have to be nmade about the
reduction of risk, but at the same tinme, you have
the critical path there as well. So what are your
views there?

MR. ZI NGESER  Ceneral, if you could
explain the question a little bit nore; I'mtrying
toread into it. You're talking about risk
reduction and critical path reduction. You nean
reducing the tine on the critical path, and if you
have a shorter critical path, do you therefore have
less risk? |Is that the question?

GENERAL WLLIAMS: That's the question

MR, DECHI ARA: \What type of risk are you
referring to?

GENERAL W LLIAMS: Any risk associated
with construction.

MR. DECHI ARA: So basically schedul e and

cost overruns?
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MR ZINGESER: Well, if you have a shorter
critical path, you have the risk of not neeting it.
But I"'mnot sure if there's a one-on-one
relationship there. Again, | think Mchael's
question about what types of risk. Goviously, if
you reduce the time on the critical path, in many
ways, you increase the risk, because there are
el ements of risk that you' re now constraining in
some way by having less float or less tine even
built into the critical path itself.

So the sinple answer to the question from
my point of viewis they' re definitely connected,
but I'mnot sure you reduce the risk when you
reduce the tinme on the critical path.

GENERAL W LLI AMS: That's very hel pful

Yes, Todd. 1'll cone back to Mary.

MR. RI TTENHOUSE: One of the things we've
seen over the |ast couple of years is the long | ead
itens, which has really hel ped by going with the
same el evator conpani es and going with the sane
wi ndows and al nost premanufacturing wi ndows, which

are long lead itens. |It's good, because that takes
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some of that |onger issues out of the critical path
or just redefines it.

One of the risks we've seen, though, is
trying to get those wi ndows or those el evators
properly into the design, and we've tal ked a couple
of times about getting the construction teamor the
architects; they don't have to buy in. They are
usi ng the windows. They are using those el evators.

GENERAL W LLI AMS: That's right.

MR RI TTENHOUSE: And | think the biggest
part in the risk, and it's not really fromOBO s
side but fromthe design build side is the
consultants need to realize that. There are
certain lead items, the only way we're going to get
out, you know, a dozen a year or so is to preorder
el evators or nechani cal equi pnent, the proper
equi pment. It's going in.

Now, do you want to be the architect, do
you want to be the contractor putting it in or not?
And that's one of the risks that we see that
sometines, they get off on tangents. Like we said

last tine, confirmng what you're doing is very
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important. But |ooking to other areas besides the
el evators, the mechanical equipnent, and the

wi ndows, what's next on the list? Let's not have
it at three or four. Let's get 10 itens on that
list. So | think that woul d hel p and reduce the
risk.

GENERAL W LLIAMS: Todd, you went right to
the core. | didn't want to--because | wanted you
to use your own vantage point, but that's exactly
what we're speaking about. And it's not so nmuch
for the nmanagenent and OBO per se, but it's for our
design build partners to think through as well,
because you see there are a couple of reality
things here, as | spoke to a couple of weeks ago.

Wth the plate we have and with the
support we have been provided, the path forward,
quite frankly, has been sort of charted for us. So
what we have to do is to figure out very smartly
how to minimze all of the things that will cause
us not to achieve that. And the whole issue of a
new and better and nore efficient way to deal with

the procurenent of critical material is one. W
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just have to figure out a smart way to do it. And
you're right: | would like to see this advance to
more than just wi ndows and doors.

Yes. I'mgoing to cone around just a
mnute. Let nme get Mary and--this Mary; okay.

M5. LEWS: Ceneral, | guess everybody
agrees that all construction projects have risk.

GENERAL W LLI AMS:  Yes.

M5. LEWS: And what we have tried to do
is performa risk analysis at the beginning, during
design, actually, and then, maintain, and |'ve
di scussed this with several of our clients, to
owners, to find out how they feel about it. And
many peopl e these days devel op risk logs that they
maintain a list, a formal list, of the risk. And
actual ly, you can take those risks and quantify
them and assign themto the critical path so that
you can have the milestones and where the dollars
affect the critical path.

And obviously, those risks are going to
di sappear as you, you know, cone out of the ground,

or they disappear as you go along. | nean, as
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you're saying with the delivery of the w ndows or
whatever it is that these things will, you will see
the risks dimnish as the construction progresses.
And so, maintaining arisk log and linking it to
the critical path is a very clear way to define
your ri sk.

| spoke with one owner of a big oi
proj ect |ast week who has got a 15,000-itemrisk
log, and it seens incredible, but they have I|inked
it to their schedule, and they know exactly where
their risks, you know, fall off the |edge here.

GENERAL W LLIAMS: That's excell ent.

Let nme just cone right back and get this
Mary and then M chael and then Craig.

M5. ANDERSON:  Yes, sir. First of all, |
wanted to say thank you for inviting ne to
participate. |It's been a pleasure to attend the
meetings and to | earn about the panel and then now
to be able to do sone research and contribute. So
t hank you.

And as what we do in our role, rmuch of the

processes that you're describing here occur well
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after the geotechnical engineering has been

conpl eted. However, this opportunity gives ne the
chance to reach out to our clients and discuss it
with themon their visions of what this question
was.

And basically, | have sone responses from
clients in general relating to the synergy. And
one of our governnent clients we just conpleted a
| arge building for in Washi ngton has conment ed t hat
variation is really the thing that the Governnent
wants to avoid. Managenent processes shoul d be
designed to reduce variation fromthe predictable
outcone. CPM scheduling and the current tools
avai l abl e for scheduling help control variation and
aid the owner and the construction teamin planning
and in resource nmanagenent.

Critical path reduction, whether that
means sticking to the original schedule or
shortening the original construction period cones
fromputting the risk control in the right place
and minimzing variation to allow all parties to

meet the expectations; so nore of a general--
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GENERAL W LLI AMS:  Sure.

MS. ANDERSON: - -under st andi ng.

GENERAL W LLI AMS: Thanks, Mary.

Yes, M chael .

MR DECHI ARA: Yes, froma slightly
different point of view, | guess what concerns ne
is where are you going to be looking to cut in the
critical path? Because dependi ng on where you cut,
you can be increasing your risk; for example, if
you allow less tine for design up front, and that
sort of--1 think you have to look at that if you
really want to exam ne what that relationship is.

Just shortening the critical path itself
sounds like a great idea if you can do it, but
certain things that you m ght shorten--1 think Todd
sort of touched on that--come without too much
risk. You know, shortening the procurenent for
long lead items, for instance. But other things,
if you try to conpress, you nay be significantly
i ncreasing your risk.

GENERAL W LLI AMS: Very good point, and |

will just say this in response to what Mchael laid
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out, which he's absolutely correct: as the nenbers
who have been on the panel for sone tinme know that
what we're doing with all of this is just
attenpting to get better.

We are not ever going to throw a baby out
with the bath water and create sonething that
doesn't make good, reasonable sense. But we want
to keep noodling at this to see if there is any
more juice in the business of this synergism
bet ween ri sk reduction and reducing the critica
path, and | think the long lead falls right into
that, and | was just kind of |ooking for other
i deas as wel |.

Crai g.

MR. UNGER A couple of comments on the
risk analysis and in reference to Mary Ann's
coments: | have been fanmiliar with, both in ny
own agency and working with sone other owners, of
goi ng through that risk analysis on a couple of
areas, one on the probability of occurrence,
because sone of the things that we worry and spend

alot of tinme on are not likely to happen, but

file:/l/Z|/Storage/0602usds.txt (40 of 208) [6/13/05 10:50:31 AM]



file:/l1Z|/Storage/0602usds.txt

then, of course, doing the followup to that, what
are the consequences on all of the events of our
ri sk anal ysi s?

The other thing, we tal ked about so far
time and the cost: the quality factor, which
sometines seens to drive the schedule particularly
on design build, 1 think one of the good things
about design build is it places, it allows the risk
to be placed in the parties best able to manage
such risk, and sonetines, the owner can bog it down
a bit by submittals, reviews.

We sonetinmes forget we're not approving
anynore but reviewing and issuing the notice to
proceed, the NTPs, hopefully because we've picked
by now, obviously, an enormnous program and seei ng
it all

And your opening conments, even though
I"ve been involved with this for going on the third
year and read about it, it is just m ndboggling,
how many and the breadth of the programis that
you've clearly identified excellent design build

teans out there, and hopefully, that trust just
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takes a little nore to all ow key decision nmaking in

the field.

| enjoyed your comments from Secretary
Powel | ' s--you not having to ask for pernmission. It
reminds me a little bit of General--1 guess it was

Strock over at the Corps who put out if it's good
for the custoner, if it's legal and ethical, and
you're willing to be accountable for it is that you
don't have to ask for permnission; you already have
it. Sone of those decisions can be made in the
field. It can speed up the process.

And the | ast comment | have is on the
schedul e, | know we've typically put a schedul ed
performance period in there. One thing | didn't
do, wanted to do at nmy agency was leave it w de
open and sort of say when we'd like to have it but
|l et the shortlisted design build teans give us that
schedul e and perhaps as an eval uation factor
consider that in the sel ection process.

GENERAL W LLIAMS: Thanks, Craig. That is
very interesting, and | ooking at this whole thing,

yes, you do have to | ook at the operating
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43
environment and all of that, because some of this
requires you to do things a little bit away from
what has been established tradition, because when
you are on a fast track, tinmely decision making is
very inportant.

And it is helpful if you do not have to
wor k through any el aborate vetting systemto cone
to sonething that neets the common sense test. So
what we are trying to do is to benefit from your
know edge, and you have been very hel pful to share
sone things with us that will help us sharpen this
edge.

I have two others here. Joel

MR, ZI NGESER: Just one quick thought on
this issue of critical path. | guess when | was
first talking, | was thinking about a contractor,
and |'mthinking about the construction critica
path. But it seens to ne the nore critica
critical path is the project critical path, which
i nvol ves an awful ot of activities on your side of
the table.

GENERAL W LLIAMS: Right.
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MR ZINGESER. And in the past, we've
tal ked about issues where you've raised them and
then, the answer at the end of the day was to | ook
inthe mrror. |'mnot suggesting that that's the
problem |'m saying that because it's design build,
and because the real program needs to be met, not
just the project itself, | think going back to your
statenments of our |ast neeting about bringing nore
discipline to the whole program | think that is
what this is all about.

And di scipline here is a good word.
Discipline is fine tuning and di ggi ng dowmn and
trying to get past where we have been for the |ast
four and a half years which is to put a new program
in place and get it running and get sone
del i veri es.

Now, it's happening, and | think--so
again, | think the programcritical path is
probably the key, and the construction critica
path is a part of it.

GENERAL W LLIAMS: R ght; good point.

Excel | ent point.
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Yes; let ne get George, and I'l|l cone to
Ri chard.

MR. PAPADOPOULCS: Thank you

Al so a thought to follow up with what Joe
is comenting: this question actually, | placed it

in the scenario of OBO s approach to the overal
process; in other words, the standard enbassy
design is a given. The design build delivery
met hod is a given; and the aggressive val ue
engineering is a given. And what that
automatically does, when you | ook at these two

i ssues of risk reduction and critical path
reduction, it begs to address the second part of
the question: are they synergistic?

And the answer is yes and no, which is

very interesting. As an engineer, | always draw
back to an exanple: | look at it as being
inversely proportional. In other words, it's like

the RPM of an engine is inversely proportional to
its life expectancy. So the faster the engine is
going to go, the less it's going to last. So what

i s happening here is that the overall process, if
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we ook at it froma design build point of view,

and we apply the critical path fromthe inception
to the conpletion, where is the reduction taking

pl ace? And there, you can associate the various

risks.

I think the issue, the yes part of the
question is if you take the biggest critical path
reduction up front on the design front of it, |
think you have a much higher risk as opposed to if
the reduction of the critical path takes place
towards the construction phase that will not have
as much risk on the end product of the process.
That's an observation

GENERAL W LLI AMS: Very good.

Let me get Richard, and 1'll cone back to
M chael .

MR CHACE: Thank you, Ceneral

I, too, appreciate the opportunity to sit
here and provide any insight | can. | don't want

to be redundant to ny coll eagues' coments, so ||
just touch on a few things that | noted: |

approach everything froma security perspective,
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and for me, security is subjective. Every project
is different.

GENERAL W LLI AMS: Right.

MR CHACE: It's always based on a current
needs anal ysis assessnent that is unique that
project. And this comes to your question,
believe, that it goes back to the old maxim what
is measured can be managed. |In this case, if your
risk analysis is telling you how do you mnimze
your proper assessnent, it's going to help you
m nimze your risk hopefully fromthe outside.
You'll be able to plan for that in your critica
path extension of tine for certain projects.

But | also feel nmy conment to this point
isit's all based on contingency planning is that
you should be able to plan in your process. You
don't want to get so bogged down, as Mary is
tal ki ng, about with a 15,000-item -of course, that
hel ps, and it hel ps you nmeasure it, but you can be
overcone by managi ng your risk, and you can put too
much resource and tine into trying to plan for

every contingency. You just can't do it.
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So you have to be adaptable and nutabl e as
you nove forward. So contingency planning, to ne,
is the critical essence of this question: how do
you begin to plan for those things and have
processes in place that allow you to act on the
fly, quickly, and enpower your people on the
ground? That will ultimately help you manage ri sk
and help you facilitate that synergistic tie-into
your critical path question.

GENERAL W LLIAMS: This is outstanding,
because quite frankly, that gets after a little bit
of what Joel said and Mary as well, is that the
whol e idea here is to recognize that there has to
be sort of a fallback position in everything that
we do, and we do plan for that, because the
contingency planning is interesting.

It's an integrated phenonmenon, and | think
it ties into alot with our concept of trying to
becone now the disciplined organization for this
program because we do have to turn on a dine. W
really don't have tine to, when Mirphy or anybody

el se get in the way, we have to do sonething. And
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we need several things in the hip pocket to go
Wi t h.

And it's a question of balance. W know
that certain things are absolute nusts, |ike
schedul e and these other things and cost control to
some degree. So it's a question of having a good,
wel | thought-out contingency plan of what if, and
when | was in the mlitary, | recall that every
proj ect we undertook, we had a what if exercise for
it. Because we knew Murphy was going to get in the
way. And so, that's one of the things that | think
we can pay sone attention to, and | appreciate you
bringi ng that one up.

M chael .

MR. DECHI ARA:  Yes, you know, | think
everyt hing, you know, talking about inverse
proportions, everything is really dependent on the
quality of the management teamthat you have in
pl ace on a given project, because, you know,
initially, | thought if you're going to conpress
critical path, designs should be sonewhat

sacrosanct. And thinking about it, I'mnot so sure
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that's true, because to the extent that you can
standardi ze things, you can push that, and | think
you' ve done that.

In terms of procurenent versus
construction, well, you can conpress procurenent,
and | think with the proper teamin place, you can
conpress construction as well. | don't think
anything's a sacred cow, but it's all critically
important in terms of how the overall project gets
managed and what buttons you push and when

GENERAL W LLI AMS: Excel lent.

Ckay; this--yes, Todd.

MR, RI TTENHOUSE: A couple of fina
comments, and one is | totally agree: the nore the
schedul e i s conpressed, the nmore the--speaking from
the designer side, the design side has been
conpressed, and that was where the risk conmes from
And so, | wish there was a way that we could
control that overall.

But the bigger issue is if you are trying
to reduce the risk, where does the greatest risk

come fron? It's the unknowns. And the only known
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unknown typically on a site, and we know what the
weat her is |ike, because we've had weat her there
for centuries, et cetera, but it's the soil and the
foundati on system

And we tal ked previously about OBO trying
to do sone advanced anal ysis on the soil conditions
and determ ni ng what foundati ons should be placed,
because as | | ook at projects that have had, you
know, major extras or conflicts, it's relating to
geot echni cal issues, because nobody knew that there
were perhaps oil tanks below. In a cornfield,
you're not going to find that. You know, | have
recently had a case of that.

Peopl e make guesses of, well, someone did
a soil report 20 years ago or 15 years ago, and
that's sonetines what is provided, and so, the nore
that you can invest in providing that information
up front, once you have made it known to whomever
that you're going to buy a particular piece of
land, | think it will help you if you went out and
got nodern anal ysis, sporings, information to

provide to the contractors so they can provide a
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better package to you and not run into those
construction del ays or the unknowns that could have
been known if it was taken out.

So trying to find a concrete exanple, |ike
the el evators and wi ndows, | think that if we put
some time into the geotechnical information, that
woul d hel p the construction in the long run

GENERAL W LLI AMS: Well, Todd, | think
that is very useful, and we touched on this,
thi nk, about a year ago, and our front end portion
of the process, the programthat Joel nade sone
reference to has in our opinion inproved
significantly, because the planning nowis
really--we can say it's planned.

And we do deal with these what we cal
rites of passage issues, having a |l ot of
intelligence through the planning surveys about
what we're dealing with. W have done it
extensively, for obvious reasons, in Baghdad; lots
of site prep, nore than we should. But you are
right on target with what we need to do at the

front end of the process, and | think it's light
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years fromwhere it used to be, and it can be
i nproved. But we understand the risks associated
with the soil conditions.

Are there other questions?

[ No response. ]

GENERAL WLLIAMS: Well, | think that we
have hit that one enough.

Let's skip down to number seven, and given
our preference for design build contracting, how
can we provide a fair and accurate performance
eval uation? Now, this came fromBill Mnor, who is
not here, so who wants to speak to that one? Yes,
Bri an?

FROM THE AUDI ENCE: Basically, what we're
| ooking for is an opportunity to wait to take what
is atraditional part of the eval uation process,
and that is at the prine, and broaden it so that we
can recogni ze and provide solid input to ourselves
and our coll eagues about the performance of the
i ndi vidual s that you have hired, the individua
firms, subs, vendors that you have hired for the

performance of your work
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And when |I'mtal king about this, I'm
tal king about this as if you were the design build
contractors that we retained, but | think you
probably have encountered this throughout your
i ndi vidual industries. | would be very open to
i deas of how we can acconplish this given that we
have sone limtations froma | egal standpoint,
reporting on the prine contractor solely at this
poi nt .

GENERAL W LLI AMS: Everybody got it?

kay. M chael ?

MR, DECH ARA:  Well, why don't you just
sinmply ask your design builder to rate the nenbers
of his team at the conclusion of whatever project
that design builder is undertaking for you?
They' re going to have the best know edge, and
assune that you're building--you know, you're
assumi ng that you can trust your design buil der,
and they' Il give you a fair evaluation of how these
various entities, you know, carried out what
they're supposed to carry out. Am|l nmissing

sonet hi ng?
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GENERAL W LLIAMS:  Well, Brian, is that
getting there? | don't think it is.

FROM THE AUDI ENCE: | think from an
owner's perspective, we would like to find a way
to, fromour perspective, also provide sone of that
i nput and eval uati on. W understand your interest
in retaining people. But we also want to be able
to use those evaluations for some of our other
contracting work. So we want to be able to provide
an opportunity for that assessnent that we can use,
you know, from an interagency standpoint.

MR. DECHI ARA: Sure, but why is it
inconsistent? You're looking for information: how
did the electrical subcontractor perforn? And if
he's going to get graded at the end of that project
and perhaps graded on an objective set of criteria
that you established for the design builder; you
know, were they cooperative? D d they nmeet the
schedul e? Did they neet the budget? Did they help
you with val ue engi neering? How proactive were
they? When things happened that were unexpected,

how well did they react? How well did they staff?
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How experienced were they?

| nean, you can cone up with a checkli st.
If the question is we don't really trust the design
builder--1"mjust being very frank here--then, how
do we get around that, because we want to sort of
test the responses that we would get; you know, how
you do that, perhaps you have the design conponent
of the design build teamfill out a simlar
eval uati on.

The concern there is, of course, you don't
want to be dividing your design build team And if
you get inconsistent answers, actually,

i nconsi stent answers nmay be good for you, because
they may highlight sonething. But other than that,
| really don't know how you do it.

GENERAL W LLI AMS: Thank you

Let me go to Joel

MR, ZINGESER: You set ne up for this.

[ Laughter.]

GENERAL WLLIAMS: | could see you--

[ Laught er.]

MR ZINGESER: | don't think it's a matter
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of trust. | think it's a matter of trying to get
the best and npbst accurate picture as possible. A
design builder, in ny opinion, will make sel ections
of subcontractors and designers and others on the
basis of wanting to get the best that they can for
the prices that they need to get to deliver the
quality that's expected by the owner for the

proj ect .

So putting that teamtogether going
forward, the evaluations that are used to nmake
those selections in putting the teamtogether are
critical, and they' re based on the history of the
design builder working with those various entities.
Then, going forward and working on a given project,
it's critical that the owner have a presence and be
i nvol ved in judging not just how the design buil der
is doing as an overall nanager of a process but how
the whole teamis doing down to certain |evels.

And, | nean, there is a certain reality;
for exanple, if you have a | arge nechanical job
there may be second and third tier subs. Mbst

owners aren't going to get way down | ooki ng at how
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wel | those subcontractors are perform ng, but they
certainly will | ook at the performance at the prine
and subcontractor |evel and maybe a little bit
below that in terns of quality of workmanship on
ducts or sone other aspect.

But the main point is, in ny opinion, this
is very, very inportant to everybody. W as--and
1"l speak for the designers as well as the
constructors--we are very, very conscious of how
the owner perceives us in the course of doing our
job, because it's critical to getting the next job.

W will not get the next job in this day
and age if we are not evaluated properly and for
doing a good job. So how you see us is inportant.
If you're an educated consumer, to use an
expression fromthe retail comunity, that is
important to us, because it neans you are | ooking
at us in the right way.

So the onus is for you to be evaluating us
and be eval uating, have sone transparency down into
our subcontractor |evel and our designers and so

forth. And that nmeans you have to be present.
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That neans you have to be involved in the right
way, and you have to be, when we're in
construction, you are an owner who has a
responsibility to know what's going on. And not
only to just see that you get what you want but

al so to make sure that everybody is doing the best
that they can.

I think that I"'mkind of ranmbling at this
point, and | think I've made nmy point. It's key
that you have quality people on your site doing
your job, whether they be your enpl oyees or
representatives, construction nmanagenent, service
organi zati ons, whatever, who can | ook at what's
goi ng on.

How you do that, you know, we can go into
a lot of detail in terns of nonthly reports. And
it's real critical that that eval uation not be done
at the end. It nmust be done on a continuum
t hroughout the course of the project, and the best
part of it fromyour point of viewis to tell us
all along the way how we're doing. |If you're

telling us how we're doing, we're going to do

file:/l/Z|/Storage/0602usds.txt (59 of 208) [6/13/05 10:50:31 AM]



file:/l1Z|/Storage/0602usds.txt

better. If you hit us at the end and say
unsatisfactory, well, you know, what does that do
for anybody? That's not the answer so--

GENERAL W LLI AMS:  You know, that's
excellent. | just want to hold that point.

I"mgoing to go to Richard, and we want to
come back to this, particularly about the
conti nuous feedback piece.

MR. DECH ARA: Well, actually, Ceneral, it
bui l ds upon what he's tal king about. And to ne,
this just goes to a best practices question: if
you guys are | ooking for a--and you can determ ne
this with your industry panel here. Say hey, | ook
how do you guys evaluate in this process? Sit down
and devel op a best practices for that. So it
becomes a standardi zed tool that we can use
flexible. You don't want to be too rigid, because
everything is subjective, but it should be a
standardi zed tool, say here, you nust hit the
followi ng points. And | think, Mchael, you were
building on this, toois | think this is exactly

what you want to get to is you should have your own
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st andardi zed docunent in which you're saying, |
require you to do the follow ng types of evaluation
t hroughout the project, period. That's part of it.

GENERAL W LLI AMB: Excel |l ent.

Let ne get Craig and then M. Edwards.

MR. UNGER That is a good question, and
it certainly has been an issue at DBIA that's cone
up over the years, being that nost design build
projects are contractor led, and it's the designer
who woul d | ove to have a separate evaluation that |
usual ly respond to it by asking, froman owner's
perspective, why would you want to do that as the
agency?

Because what we're striving for here is
not just collaboration but truly an integrated team
effort that kind of Iike--1'Il go back to a sports
anal ogy: you win the Super Bowl or the Series as a
team and it's inportant for themto feel that way,
I think, both throughout the project and at the
end.

However, this does hit to the core, |

think, of best value selection, and that is are we
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really awardi ng on those best selected teans, or
quite frequently, if the agency is perceived as,
well, they shortlist on qualifications, but they
really are going to award on | ow bid, on price only
in that phase two. And what happens frequently is
the GCC will sinmply buy out subs on price, and it
can certainly be an issue.

But let ne take it to another point, and
that is |I have found over the years that perhaps
the best input to evaluating the design buil der
cones fromthe subs. There is feedback |'ve gotten
fromsubs that said | would follow this design
buil d team anywhere across the nation. They pay on
time. They include nme in probl emsolving and
deci sion nmaking. They're fair. 1t's been a
val uabl e input into that process.

And then, the last one | would ask with,
and this is a question, do you at the end of the
project ask the design build teamto evaluate the
OBO tean? Do they get a chance to put sonething on
paper ?

GENERAL W LLI AMSB: You just gave ne a
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wonder ful i dea.

[ Laught er.]

GENERAL W LLIAMS: | see all these frowns
around. Ckay; good point.

MR. UNGER  Thank you.

GENERAL W LLI AMS: Yes, M. Edwards.

MR. EDWARDS: |'m probably new to this,
but - -

GENERAL W LLIAMS: That's fine.

MR, EDWARDS: But in the hotel business,
we have a very unique situation with Hlton Hotels
is we have an owner that we're repping. W have
contracts for deadline dates that we cannot f ool
with with conventions or whatever is being booked,
and we have to be user-friendly to our guests and
be on tine.

The principle we use in devel opment and
construction, anything froma Hanpton Inn to a
Hlton to a Wal dorf Astoria, whatever it may be all
over the world is fast, focused, and flexible,
those three words. When it comes to design build--

GENERAL WLLIAMS: | like themall.
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[ Laughter.]

MR. EDWARDS: They kind of get everybody's
attention. And it's kind of like the Indy 500--I
believe you just said it--the driver has a headset
to the crew He doesn't pull into the pit and say
I just ran out of gas. He is talking to the crew
every day, every mnute of this race. W have a
design construction project. | won't nention the
city. It's a $310 mllion bond project, and it is
now in the design phase. W asked a sinple
question, again, fast, focused, flexible, of the
design build contractor. W've got to get this
down to $290 million, whatever the bond issue was
after neeting with Mody's.

Ten days go by, no response. W called
themin. W inforned themwe're going to go back
and rebid the conplete design build i medi ately
with our chorale of people, the Witing Turners,
the Kiewits, whatever. And we went out and rebid
the entire project. Again, we were in the design
phase. We were not noving dirt yet.

So the checklist that sonebody nentioned,
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hol di ng t hem account abl e, having a conpany that you
can deal with face-to-face and staying with them as
an owner; renenber, Hlton does not necessarily
build these buildings. Like the Atlanta Hlton, if
we do a project there, we're working for the owner,
who is in Kuwait. That was interesting in the
m dnineties trying to get noney from Kuwait over
there to rebuild this hotel

So there's a lot of grey areas. But
di scipline, checklists, neetings, weekly neetings
i f necessary, and the sciences are involved. Qur
team has a team of each science: engineering,
FF&E, whatever. W have brand nmanagers. If we're
doi ng a Hanpton Inn, we have a specialist for that.
If we're doing a Hilton, we have a specialist for
that. And they naintain standards of quality and
security since 9/11, because that's a whole
different issue.

So fast, focused, flexible and not being
afraid to pull the cord and change if we have to to
get it done by a certain date. Because if we have

the Anerican Institute of Architects convention
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booked in 2008 for that hotel when it opens, and
the hotel doesn't open, soneone has to pay themto
move 4,000 or 5,000 people to another city. So
there's a lot of anmbiguities, but that is, to ne,
the critical piece and staying on it. There is no
such thing as, well, I'Il see you in two nonths.

GENERAL W LLIAMS: Well, this is
excellent, and | probably need to talk with you
nor e.

[ Laughter.]

GENERAL W LLI AMS: Because we have not

compared notes, but you have about 90 percent of my

speech.

[ Laught er.]

MR. EDWARDS: |'ve been in Washington 30
years so--

[ Laught er.]

GENERAL W LLIAMS:  No, you're right.
We've got to get it done. It's not an option to do

anything else. And | think that is the inportant
thing and the unique feature of the world that we

play in. W really do not have an option. W have
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folks in harmis way; we have a prom se; people are
pl anni ng to nove; other things happening in
relation to that in the political world.

So it is about discipline, and that's one
of the reasons that we are pecki ng away, and we
will be doing this all of this year, |ooking for
sharper and nore pointed ways to discipline the
process. And that's the reason for this. There
was a very interesting cormment made earlier about
eval uati on going both ways. W shouldn't be afraid
of that. |'mnot suggesting to ny staff that we
are, but we shouldn't be afraid of that. But it's
very interesting.

FROM THE AUDI ENCE: General, |'d actually
like to follow up on that very point. One of the
things we do do as part of our |essons |earned
programis in the fall, we have a contractors
roundtable. It has two components to it: one to
the contractors who just bid on jobs and did or did
not get them W spend a norning session talking
about what do we need to do with our RFP to nmake it

a better product?
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But nore inportantly, we also talk to the
contractors who have now been under contract for a
year or two, have gone through the design phase,
getting into the construction phase and ask them
for their feedback, not only about the product but
the process. So while we don't do it on a project
by project basis right now, we do try to get
everybody together and tal k about it in genera
t erns.

GENERAL W LLI AMS: What about the--respond

to Joel's conment about continuous feedback

FROM THE AUDIENCE: | think that is an
excellent idea. | think we do it, unfortunately,
in too much of an informal manner. | do believe

when we give the review comments back, we shoul d
give a scorecard back with it.

GENERAL W LLIAMS:  Ckay.

Yes, Mary Anderson?

MS. ANDERSON:  Well, you currently have a
tool that you night be able to use for the
f eedback, and that's your comment section in the

Proj Net program where the subconsultants and all
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parties involved are submtting their information,

and there is the coment com ng back on the product
that is subnmitted at that time. You could use that
as an opportunity for benchmarking or for tracking
the work that's provided under that.

FROM THE AUDI ENCE: Yes, we can capture it
in the database, and then, we can trend it over
tine, too

M5. ANDERSON: Right; and then, also, out
there, which | wasn't able to get ny hands on
bef ore now, but the GSA and the AGC did a study of
a criteria to devel op for eval uating
subcontractors, kind of taking an ACAS down to the
subcontractor level. And | wasn't able to get ny
hands on that criteria, but | would hope to within
the next week or so. It was done in the
nm dni neti es.

FROM THE AUDI ENCE: G eat.

GENERAL WLLIAMS: |If you get it, please
pass it to us, okay?

Yes, Joel ?

MR ZINGESER: This subject, just to
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70
underscore the last point Mary nade, at every AGC
Federal construction neeting that |'ve ever been
to, one of the subjects that's always tal ked about
with the Corps and the Navy and GSA is the
eval uation process and trying to get it right and
get it done once and stop having to bother your new
best friends. Every tine you're doing a proposa
for another job; you' ve got to get another piece of
paper, and it becones a chore for everybody.

And | can just say unequivocally that AGC,
for one, will be at the table to talk to you about
this process, how you develop it, how to make it
right for everybody, work both ways, have it kept
in a database, work with your friends at the Corps,
the Navy. | think the Corps has finally given up
Maybe that's not the word. But they're going with
the Navy. And the Navy and the Corps are going to
put it together, which is fine. And GSA has its
system which is there.

So anyway, if you're looking to do
somet hing here and do it for, you know, in a

constructive way that's going to last, we'll be
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there, and | suspect sonme of the others would be
happy to be there as well.

GENERAL W LLI AMS: Very good. That's
out st andi ng.

Are there any other comrents on this

subj ect ?

[ No response. ]

GENERAL W LLIAMS:  Well, thank you very
much for your input. |It's very helpful, and

think there are bits and pieces of everything
that's been presented that can be very hel pful as
we continue to noodle this one.

Let's | ook now at nunmber three on your
page, this whol e business of control versus the
process. Wth Mchael and Joel conversing, you
conpare notes and decide who's going to talk first?

MR ZINGESER: Well, | know that the word
is can be substituted with an equals sign, so it
probably doesn't matter which conmes first.

GENERAL W LLI AMS: Doesn't matter.

MR, ZINGESER But | would definitely say

that process control is project control as a
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begi nni ng.

GENERAL WLLIAMS: Well, I'mtrying to
fish sonmet hing out here so--

M5. LEWS: And | disagree.

[ Laught er.]

GENERAL W LLI AMS:  Ckay.

M5. LEWS: | think of project controls as
external forces. It could be change conditions, it
could be a claimor whatever it is, whereas process
control is your internal process, and it could be
internal reviews, internal approvals; you know, you
reach a gate, you give an approval to the design to
nove forward. So | viewthemas different.

GENERAL W LLI AMS: Right.

MR CHACE: GCeneral, for our association,
our industry, we always say that policy drives
technol ogy. You don't want to put the cart ahead
of the horse. | think it goes to this question.
thi nk, you know, process sets the tone, and the
project is the execution. And as you' re flying
down the road, you have to be able to turn on a

di me and adapt and have contingencies and things
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like that. So | don't think that they are one and
the sane.

I think one is, again, you're putting the
cart ahead of the horse if you put project contro
ahead of process. You get your process down first

so you know how you're going to govern your

proj ect.

GENERAL W LLI AMS: Ckay; we're getting
somewher e

Ckay; M chael ?

MR, DECH ARA:  Well, what | whispered to
Joel - -

[ Laughter.]

GENERAL W LLIAMS: He didn't say what you
told himto?

MR. UNGER. The m crophone picked it up
al r eady.

MR DECH ARA: It nust be one of those CA
m cr ophones.

[ Laught er.]

MR. DECHI ARA: But, you know, the point

was we have to define these terns, because
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everybody may be using the terma little bit
differently. So if we understand what you nean by
project control and what you nmean by process
control, |I think we can nore intelligently comrent,
all right? Because | think you defined process
control differently fromthe way you defined it,
and you defined it differently fromthe way they
defined it. And so, it's sort of--

GENERAL W LLIAMS: Well, let me help you a
little bit with that, because |'mthe one that got
the staff excited about this now But we have to
do business by process. That process has to be
disciplined if you're going to be successful. That
becones your mantra; that becones the way you do
business. Now, in nmy opinion, there is a
di fference between that, which is the driver, it's
the way you do business, and controlling the
project. You see what |'magetting at? So | just
want to get your views about it.

MR, DECHI ARA: So, then, just so we're
clear, process is the sort of adm nistrative way

that State, your group, has to approach projects in
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general .

GENERAL W LLI AMS:  The way we would Iike

to approach it.
MR, DECHI ARA: In general.
GENERAL W LLI AMS: Right.

MR. DECHI ARA: And proj ect managenent

specific to any given project, how you' re going to

carry out that project, right? So obviously, there

is a difference between the two, and so--

GENERAL W LLIAMS: Ckay.

MR, DECHI ARA: Just the way you' ve defined

GENERAL W LLI AMS: Ckay.
MR PAPADOPOULCS: Ceneral, the way |

at this is definitely, they are not the sane.

are not equal. | look at process control as, if

you pl ease, a strategic planning, and | | ook at

project control as tactical planning. Wile the

process control, an exanple would be the

devel opment of standards of OBO  That is process

control.

However, the project control has to be
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very flexible. It has to be fully adjustable,
dependi ng on specific circunstances of the project
that m ght negate certain parts of the process.
Sonetinmes, it mght be necessary to adjust the
project for unique situations that m ght be faced.
An exanpl e woul d be the geotechnical informtion
that m ght cone.

And the issue here is that while process
control has to be rather rigid and disciplined, the
project control has to have a different ingredient,
and that is that of flexibility and adjustability,
dependi ng on circunstances. So ny answer to this
question, | do not agree that it is the sane thing.
It is not.

GENERAL W LLI AMS: Okay; that is very
good. Are there other comrents about this?

Yes.

MR DECH ARA: Well, to the extent that
you can nake them one, you're maxi m zi ng what
you're attenpting to put in place. And naybe one
way to evaluate, you know, going back to the prior

poi nt, one way to evaluate the design build team
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and the individual constituents of that teamis how
closely did the project nanagenent on that given
project get to where you want to get to with your
process?

GENERAL W LLI AMS: Ckay; yes.

MR. UNGER One conmment is my favorite
subj ect, design build, it relates to, noticing that
there are still, | think, three current enbassies
being built under the standard design bid build,
hard build environnent, | think sonetines, they do
get intertwined in postaward, because there is a
process for both types, and sonetimes, | know as
owners sonetines forget that when we awarded the
contract, there were no constructi on docunents.

The CDs have not been devel oped yet, and we
sonetines lose track that that's one of the risk
shifts is that the design build team owns the
details, not the performance spec but those
details, and again, whether it's submttals or
goi ng through the process because we are
concurrently begi nning construction before you have

final design, | think sonetinmes, that's why
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education is such an inportant part of your program
is to identify--again, there's a difference between
the process and the project that sonetinmes, old
habits die hard when we're going fromone project
to the other.

GENERAL W LLI AMS:  Yes; thank you

M. Edwards?

MR. EDWARDS: Just very quickly, "1l put
on ny other hat, non-hotel, but as chair of the
Greater Washington Board of Trade. W are now
sitting here tal king about process and project, and
we're trying to get our arns around the BRAC
nmovenent and everything going on in DOD and part of
your back yard al so

GENERAL W LLI AMS:  Sure.

MR EDWARDS:. Because we've got Metro
pl ans, | CC connectors, all these different pieces
movi ng around and realtors and general contractors
and | eased space and owned space. So all of a
sudden, that one press conference generated a whol e
pl et hora of issues to be put into sone kind of

organi zed process.
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So when you ask about what is project
control and process control, you can't have a
project without a process, and the process has to
be inclusive and defined and di sciplined up front
and nove into the project, like in this case. This
is not a critical comment of DOD. | understand the
logic. But boy, it just kind of was shot out there
very quickly.

In that case, | think there was a
breakdown in process to project success |evels.

GENERAL W LLI AMS: Excell ent.

Yes, Joel ?

MR ZINGESER: Again, | think this is
probably getting beaten to death but--

GENERAL W LLIAMS: No, that's--

MR ZINGESER. What Bill just said nakes
all the sense in the world to ne, because | can't
think of a project that isn't a process. | nean,
everything about it is a process unless you're
t hi nking about it as a commdity, because what
you're doing is delivering services. And if you're

delivering services, design services, construction
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services, everything that goes into it, you are by
definition managi ng a process to get all of that
done on time, within budget, to the quality |levels
expected, to neet the owner's expectations and so
forth.

So managi ng that process is, to nme, one
and the sane as managing the project. Controls are
the valves that you're |l ooking at and the neters
you're | ooking at. Wen things start getting too
hi gh, you have to do sonething. And that, to ne,
isalittle different. W're |ooking at cost
controls, we're |ooking at scheduling controls and
other systens to control the process, to nmake sure
we neet all of the objectives.

So semantics may be getting in the way, or
maybe in ny head, it's just all scranbled. But to
me, that's sort of what | think about with this
quest i on.

GENERAL WLLIAMS: Well, do you agree that
what ever they are and however they connect to each
ot her, what's your view about discipline, about

ei ther?
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MR ZINGESER. Well, 1'll use a good

example, | think. To ne, it's a good exanpl e.
When we tal k about project control to an owner who
has given us a lunp sumcontract to deliver
sonet hing, one of the things we share with themis
how we control costs throughout the process.

Now, you could ask the question if |I'mthe
owner, and |'mgoing to pay this much noney, what
do | care about how you control costs internally in
what you're doing? And the answer is will give you
the assurance that | won't be beating on your door
with other cost issues because things happen.

So to nme, control systens within the
process are inportant in delivering, you know, at
the end of the day what you've prom sed to deliver.
I don't know if that helps.

GENERAL W LLIAMS: Well, | think it does,
and | think what 1've heard here is that obviously,
you have to have an overarching process to do
anything. And then, inside of that or connected

with that, and it's an argunent as to whether it's

the sane; |'msort of the school that there is a
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del i neation between the two, because the project
control becones nore of how the execution will take
pl ace and being disciplined to make sure that the
process renains intact.

For an exanple, you know that we have a
very sensitive comm ssioning part of our operation
Once the project is basically done, you saw nany at
98 percent or whatever. Take Abidjan, for exanple.
The building is done, the building is done.
mean, things work, and, you know, and so on. But
we are going through anot her process, another part
of our process, which is accrediting the building
for other reasons. So that's the reason we thought
that there was a--we thought we shouldn't m x
those, okay?

Ckay; are there any other questions,
coments, on that?

[ No response. ]

GENERAL W LLI AMS: You' ve been very
hel pful. | think that helps with what we're
speaki ng about .

Let's try nunmber six. W in design and
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engi neering wants to speak to that?

FROM THE AUDI ENCE: Thank you, GCeneral. |
apol ogi ze for not introducing nyself earlier. M
nane is Brian Schnuecker. [|I'mfilling in for Bil
M nor, who has a scheduling conflict today.

GENERAL W LLIAMS: And it's also obvious
that Bill didn't tell himthat he was gone.

[ Laught er.]

GENERAL W LLIAMS: |'mjust hel ping you
out alittle bit.

FROM THE AUDI ENCE: It shows.

As you can tell fromthe General's opening
presentation, we've got a |ot of work underway, but
we've got a lot nore com ng down the pike. And we
want to find ways to increase the opportunities for
everyone but specifically for small and
di sadvant aged busi nesses to work and, if you will,
play and performin this arena. W'd |ike sone
feedback fromyou on either nodels from your
specific industries or sectors at how you can
acconplish this, how can we acconplish this?

MR, PAPADOPQULCS: Can you clarify one

file:/l/Z|/Storage/0602usds.txt (83 of 208) [6/13/05 10:50:32 AM]



file:/l1Z|/Storage/0602usds.txt

i ssue, please? Wen you say small and
di sadvant aged, are they two distinct issues, or are
they the sane?

FROM THE AUDI ENCE: They're two distinct
i ssues.

MR. PAPADOPOULCS: So you nean snal
busi ness and di sadvant aged busi ness.

FROM THE AUDI ENCE: Correct.

GENERAL W LLI AMS: Yes, Mary Anderson

MS. ANDERSON: | think you're | ooking at
two different situations. You're |ooking at
utilizing the small and di sadvant aged busi nesses
that you already have on board and that you have
al ready prequalified either through your 1D1Q and
that have a certain |evel of experience and
qualifications to participate in the prograns. And
you currently have those vehicles in place. So
sel ectively using those vehicles and contracts
where there is a higher opportunity for success is
an option to bring theminto the program

You' ve al so got--there have been

circunstances in industry al so where you have snal |
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busi nesses that are prequalified with |arger
contracting teams or whatever, and then, they find
out later on well, we've prequalified, and now,
they can be bid out or switched out for any reason,
and it mght be a good idea to have your snall
busi ness representative nonitor these | arger
contracts, where if a small business is no | onger
part of the teamthat originally prequalified that
unless it's for nonperformance that a good
validation as to their replacenent--al so, the
aspect of bringing in small businesses that are not
famliar with the program and need to | earn and
grow into the program

There are a couple of prograns, for
exanpl e, Metropolitan Washi ngton Airports
Aut hority, they have routinely snall business
fairs, as do a lot of groups. But it's not only
just neet and greet the prime contractors; it's
training and sessions on how we do busi ness and
what our business is and the | earni ng experience
for them

And then, | guess lastly, a way to sel ect
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these firns that do not have the experience with
your agency, which is usually a criterion which is
ki nd of the chicken before the egg, sonething that
the county governnments do, and we conpete and this
arena, is that they actually have as one of the
selection criteria that your average dollars
contracted with them over the past three years is
actually an inverse score.

So all things being equal, where you're
scored on your projects, your approach, all the
standard criteria, the firmthat has the |east
experience with that agency actually gets a higher
score on that criterion, and that's how sone of the

county agencies bring new people into their

pr ogr am

GENERAL W LLI AMS: Thanks, Mary.

Let me go to George.

MR. PAPADOPOULCS: kay; let ne prequalify
sonet hing here. | represent the American Counci l

of Engi neering Conpanies, and it's over 6,000,
6,500 firms in the United States that belong to the

Council. O this, let's say, 6,000 firns, over 75
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percent are small businesses. And |'mreally
addressi ng the ANE portion of the process.

When | say small businesses, this is an
average of 10 to 15 people. You're talking the
range of $1.5 nmillion to $2 mllion fee
organi zations. \What has happened is that the
Federal Governnent has raised the criterion for a
smal | business | believe to $7 nmillion right now,
basi cal | y maki ng everybody a small| busi ness.

[ Laughter.]

MR, PAPADOPOULCS: So that's why | asked
the i ssue about the small and di sadvantaged. In
the past, also, several Federal procurenent
of ficers always associated small and di sadvant aged
as one entity; there was no defined distinction.

It is a very difficult task--1 have found
this fromone of my coll eagues and ot her peopl e
that | have over the years spoken with: for a
small firmto exist in an environment such as the
BO-it's a very, very critical one--and the reason
is they have to conpete with the large firms; they

have to conpete with the disadvantaged firns, and
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what is left on the pie, it requires such an effort
that you're rather directed to another area.

O course, there is plenty of work, as
al ways, and ANE firns do not go out of business
because of lack of clients. They go out of
busi ness because of performance. So the idea is
that they focus their shall we say marketing, if
you pl ease, or their targeting towards places where
they can get results.

| feel that the OBO needs to reviewits
criteria about small firms and actually nake it a
point to benefit fromwhat a lot of small firms out
there can offer. There is a lot of talent; there
is alot of innovation; and being a consulting
engi neer in Washington since 1971 in practice here,
I know that 95 percent of the work is done by 5
percent of the firms, and you will be surprised
that the mgjority of themare small firns.

So it is a rather unique area that I'm
referring to as an exanple, and | do not want to
apply that to other areas |ike New York, Los

Angel es, so on. But to attract the talent and the
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qualities that small firns can offer, sonehow, you
need to readdress of how you nmake presentations
about the small and di sadvant aged busi ness.

| personally have attended in the past
several of the senminars that were put in place by
OBO, and the message is very, very clear: small
and di sadvantaged is the sane thing; forget it. |
think next tinme there is an industry day or
whenever that is planned, a nore progressive,
pal atabl e presentation. And it's a two-way street.
I think you will find that you will be pleasantly
surprised about getting a value fromthe dollar.

CENERAL W LLI AM5: Excuse ne, Ceorge.

MR. PAPADOPOULCS:  Yes.

GENERAL W LLIAMS: WIIl you repeat what
you just said a few mnutes ago?

MR, PAPADOPOULCS: Yes, you will be very
pl easantly surprised by the value that you wll
receive by | ooking at small businesses.

GENERAL W LLIAMS: No, the one prior to
t hat .

MR PAPADOPQOULCS: About the OBO day?
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GENERAL W LLI AMS:  Yes.

MR PAPADOPOULCS: | think OBO should nmake
it apoint toinvite small businesses that are not
necessarily small and di sadvantaged into the table
and have a specific semnar strictly for small
busi nesses and address what OBO would like to see
and find out really what they can offer.

GENERAL W LLIAMS: It's such an excellent
poi nt, because G na and | just discussed that a
coupl e of weeks ago.

MR, PAPADOPOULCS: | see.

GENERAL W LLI AMS:  And on our upconi ng
i ndustry day, | think you'll see a whole different
format, because we intend to flesh out, sort out,
categorize so that there is no m sunderstandi ng
about - -

MR, PAPADOPOULCS: |If you will pernmit ne
one nore second, General, what | have tried to say
here is that the value that needs to be recognized
by a small engineering business firmis that they
can do the sanme if not better at a | esser price

We're tal king about reducing costs. And the reason
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for that is not because they nake | ess noney; it's
because they do not have the overhead or the
exposure of a larger firm That's the reason for
it.

GENERAL W LLIAMS: Okay; | understand.

Ckay; now, to get back to you, Mary
Anderson; | want to get Todd. W're going to get
everybody here.

MR. RI TTENHOUSE: There are a coupl e of
i ssues here.

GENERAL W LLIAMS: You can see we don't
avoi d controversial areas here. | knewthis was a
m nefi el d.

MR RITTENHOUSE: Well, | agree with
George right fromthe very end there.

[ Laughter.]

MR RI TTENHOUSE: OBO has a good program
because you do the I QCs, and, you know, one or two
of the four or five that you award are to snall
busi ness, and that has been very good and hel pful,
because you are able to tap into the three and five

and 10-person firns, and we've been fortunate
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enough to work with sone of themor have friends
who we have gui ded there.

Because a | ot of people call nme and ask me
how do | get in? And that's one way to get in.
That's how we actually get into a | ot of prograns,
too, even though we are a much larger firm And
the definition of small, yes, has noved from $4
mllion to $7 mllion, but, you know, we go up
agai nst Bechtel, and, you know, we're tiny conpared
to Bechtel, but we're huge conpared to sone of the
ot her guys out there.

One of the problens |I've seen is the bait
and switch. And | think--1 don't know if you want
to get into a scenari o where you denmand a | arger
percentage of the small and/or di sadvantaged firms,
but you mi ght want to consider giving bonus points
to the people who do, because the disadvantage or
the concern or the risk of going with, you know,
demandi ng a snmall and/or disadvantaged firmis they
tend to have three or five people.

And when you go after a project, they have

win ratios of, you know, 5, 10, 20 percent, so when
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they go after, you know, 10 projects, they're
hoping to get one or two. And what if they happen
to win, you know, mracul ous year: they win two

| arge projects? Then, what happens?

And then, you're stuck with soneone who
has to make a decision, you know, do | build an
enbassy, or do | build a new GSA building? And
|'ve been dying to get into both of those markets
for all these yours. And so, there's a risk when
you go to a small firm and there are many snal |
firms. And so, you shoul d--and, you know, Sunan is
here, and she's done a wonderful business of doing,
you know, sone | QCs, and she's doi ng enbassies for
you, and Wan Cho Li has done that. And they have
made busi nesses out of doing business for you

GENERAL W LLI AMS:  Sure.

MR. RI TTENHOUSE: And you need to broaden
t hat .

But be wary of the firns that come in, and
sonme of themare good friends of ne, that, you
know, if you award it to a five-person firm there

isn't a lot of backup there. And they can't send
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three people sonmeplace for a week or two if they're
a five-person firm So you have to be careful
That is why | actually kind of agree with noving
from$4 milion to $7 mllion, because a firm doing
$2 mllion a year, you would be nervous. G eat
guys. They are very, very good at it, and they are
probably nmuch nore cautious, because they | ook at
every single detail, which is good. They also can
get bogged down in | ooking at every single detail.

So there is a good programin place. |
think it would be good to invite both the, you
know, small and nore di sadvantaged conpani es, but
there is arisk. |If you could get wording in there
to avoid the bait and switch, it would probably be
the best way, so people don't bring in someone and
say, well, you know, okay, |'ve won it. How do |
do it? Let ne go out and get Bechtel to be ny
architect as opposed to sonmeone smaller. So it
woul d be a concern

GENERAL W LLIAMS: | understand. Very
good.

Let's see; now, there were--I want to get
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the panel here first, and then, we'll--

MR, DECHI ARA: | deal with this alot in
the private sector, and | guess just sone points
that m ght be nore hel pful given the type of
programthat you have: to the extent that you have
smal | or di sadvantaged AE firnms that have
specialties, it will probably be easier to
integrate theminto the programthat you have. So
on the mechanical side, if sonmebody is a noise
consultant; on the structural size, if somebody is
a seismc consultant; | nean there are exanpl es.

To the extent that your designs are
becom ng nore and nore standardi zed, it gives you a
bi g advant age, because, you know, it becones a
simpler matter for the firms. It is not as conpl ex
a design problem fromthe design point of view

And | guess thirdly, and | don't know that
this really happens, but to the extent that you
have design teans that are involved in nultiple
projects, there is probably an incentive to bring
on a small firmand sort of to | ose sonething up

front teaching themand bringing themup to speed
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if they know that there will be econonies realized
if they're working on nore than one project.

Just some thoughts.

GENERAL W LLIAMS: Ckay; any ot her
comments fromthe panel nenbers?

Yes. Ckay.

MS. ANDERSON: | have one conment back to
George about the feedback for the cost value of the
smal | businesses, and while | agree that there are
the | ower operating costs and overhead that woul d
contribute to a lower fee, we have al so experienced
something to the contrary just that you should be
aware of, which is that we're involved in a
project, and we, at the request of the owner, were
filling all available slots with subcontractors
that were SB and DBE.

And when the sub-consultants found out
that this is a requirement to fill this, their
pricing that they actually cane into us with was 30
percent higher than our normal counterpart set of
consultants that we use, mainly because they were

filling an incentive goal. And so, we had to
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restructure a couple of things so that at the fina
anal ysis of the proposals and at the request of the
owner, we went back to the standard subconsul t ant
that we used that brought our budget back into
I'ine.

GENERAL W LLI AMS: Okay; let me try here,
and then, we'll try over here.

FROM THE AUDI ENCE: As you mi ght guess,
I"'ma small firm owner.

[ Laughter.]

FROM THE AUDI ENCE: | don't understand,
don't believe that get a better service if you work
with a 50 people firmrather than a five people
firm because in a smaller firm all of the key
personnel will be directly involved in the project.
They will be actively working on the project
versus, again, you know, a 50 people firm you're
goi ng to have maybe five people involved in the
project but one top | evel person and then maybe
junior staff working on the project.

So when it comes to quality control, |

believe there is a better quality control in a
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98
small firmbetter than a large firm

MR. RI TTENHOUSE: Let ne just say | agree
with you on that. 1t's just that when you' re asked
to send, you know, the three people to the site for
two weeks, or we've sent people to site for four
weeks, and now, you've got to send out three of the
five people in the firmfor four weeks--

FROM THE AUDI ENCE: Not necessarily. |If
you have a |l arger contract, you can easily hire
nore people once you are given the opportunity to
work on a | arge project.

GENERAL W LLIAMS: Believe me: | got both
poi nt s.

[ Laught er.]

GENERAL W LLIAMS: | clearly understand
them and we've got themin the big conputer.

W' ve got yours, we've got his, okay? GCkay? And
I'"'mdecl ari ng no w nners.

[ Laughter.]

GENERAL W LLI AMS: Ckay; Sunan?

FROM THE AUDI ENCE: GCeneral, there is

really a very good untold story about OBO, which is
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its goal for how small businesses can succeed here,
which is not true of all the other agencies.

think that there is a definite stepping stone
process here which | think nmy firmis a big exanple
of. W started out with a small 8 by 10 roomwith
OBO, which was going to be for a generator. This
was nmy first project with this agency.

And the nessage was very clear that if you
perform you get the next better job, and now, we
are doing, as you know, a project for $140 mlli on,
which is, | think, a nessage that not every Federa
agency has, because what is set aside for snal
busi nesses in other agencies is always small. It's
al ways the crunbs. |It's never the pie.

So | think that nmessage needs to be sent
out there, and I'll be glad to help on any panel to
sort of give that nessage out. And the GSA has
actually done a great job al so, where they have
opened up the Design Excellence Programto energing
firmse now, which | think is the nessage that you
want to send out.

GENERAL WLLIAMS: Al right; | appreciate
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the comment. And you know, the whole reason for
putting this question forward: we don't screen an
awful |ot that goes around. This came up somewhere
through the com ngs and goi ngs of our organi zation,
and ny reaction was let's put it out and see what's
out there. W do work very hard. | think anyone
knows the organi zation and watched it the | ast
three or four years; there's an el enment of fairness
in everything that we do.

And there is an honest approach about the
way we go after things. So we understand all the
moving parts. That's why | pointed out that we
know both sides. But we al so know one ot her thing,
and do not mind admitting it: we are far from
perfect. And any organi zati on out there that
proclains that--we need to constantly keep this
issue in the front of us. W need to pay a |ot of
attention to our industry days and the way we
present things.

W have to nmake certain that there's
absolute clarity around what we're dealing wth,

and we know it will always be the conpeting issue
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that Todd and our visiting friend put on the table.
But at the same tinme, our table should be set in
such a way that anyone who wants to participate
needs to know that they can cone to the table and
begin to engage with us and neet the whatever bars
we have to deal with.

And if that works out that it's a firm
that is vetted and conpletely qualified with five
superstars, and they can deal with it across the
board, then, there shouldn't be any issue about
that. Qur work is sonewhat delicate, because it
requires some other qualifications that you
woul dn't nornmally need for anything else. But I
guess what |'m |l ooking for out of this, and you' ve
really helped me this nmorning, and that is to nake
certain that we recognize that for a governnent
agency that's running a programthe size that we
have, we have to be watchful and sensitive to this
mat t er.

And that's what we are trying to do. And
a lot of the comrents this norning | think are very

hel pful reviewing the criteria which we'll take
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anot her look at, and that will sort out sone of
these other things, |ooking at several of the other
aspects that we |looked at. But | would also invite
you to living exanples that Sorg Associ ates has
experienced. They canme in extremely tiny and sort
of stayed with it, and | think we treated them
fair, and so, they're where they are.

So what | want us to have, and | think
what those who hold nme accountable for the program
would want it to be open. The Congress knows that
we are very sensitive to this. W talk about it
every time that | ambefore them They know ny
views onit. And | tell themwat | tell you. And
we're working to sharpen it, nake it better, and to
try to give everyone an opportunity.

So | knew we woul d have the various
coments, but | think it shows the transparency of
our organization that we really want to get the

different views. So have we done enough on that

one? You'll hear nore fromus through our industry
day. You'll see sone things that you' ve suggest ed.
W will be evaluating this. | will challenge ny
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friend over here that cane to the table, have you
applied yet to OBO for work?

FROM THE AUDI ENCE: |'m sorry--

GENERAL W LLI AMS: Have you attenpted to
get work fromOBO to date?

FROM THE AUDI ENCE: Yes, and | have been
successful thanks to your hel p and--

GENERAL W LLI AMS: (Okay; so you are
anot her exanple that if you work at it, you can get
wor k. Okay; okay.

Yes, Bob?

FROM THE AUDI ENCE: Ceneral, if | just may
make a coment along the |ines of what you said
about Congressional interest in this, for the panel
menbers who haven't net nme before, |'m Bob Castro,
and |' mspecial assistant to the director for
Congr essi onal and business affairs. COCbviously, a
lot of the legislation and those threshol ds that
are set by Congress are imgined for things that
are not what we're doing. They're for donmestic.
And we have a uni que chal |l enge because it is

overseas nmjor capital construction.
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And so, between now and industry day, one
of the things maybe informally if you could give us
f eedback on sone of the things that Todd touched
on: what are the threshold issues that may neke a
smal | busi ness make the busi ness decision that they
want to play in this field versus going for GSA or
sonething that's a little bit nore of a known
commodity, and what are the opportunities either
through partnering or mentorship with those who
have exi sting contracts or relationships with us?
Because that hel ps us al so go back to Congress to
di scuss how we're the horse of a different color,
there may be different nmeasures or criteria or
things that we need to do in order to encourage
those busi nesses to make the deci sion

So obviously, there are sone busi ness
deci sion threshold i ssues that play, and | don't
want to protract this conversation here, but
certainly, Jane or ne at lunch, or if you'd like to
at this panel or afterwards, we'd like to hear a
little bit nore of that to flesh that out.

GENERAL W LLIAMB: Okay; that's fair
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enough; okay, Bill. Thanks, Bob

MR. EDWARDS: Just quickly, again, we're
on the civilian side, and we do hotels all over the
world. Usually, | open a prebid neeting by saying
that before it was a Federal rule, it was the
CGolden Rule. So the issue here is wonen,

m nority-owned, disadvantaged busi nesses have a
right to cone in without a bait and switch issue.
If we see a bait and switch, we drop the
contractor. End of conversation.

So if the General wants to go out and
hire, and has to hire, by the way, by right to bid
certain contractors that are qualified with track
record, we would never force upon themour |ist,
because we al so assune the liability within that
list if deadlines aren't net, or production isn't
met or sonmething. So there's an anbiguity there.
So when you' re doing projects, like, we're doing
800 rooms now in Canden Yards in Baltinore; we're
going to get the pernit.

Well, there, it's going to be a bal anced

approach, because the hotel is going to be owned by
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the city, as is the case in Austin, Houston, QOmaha,
et cetera. There is no discussion about this. It
exists; it is there, and there are a | ot of
qual ified people. W also hold every manager of
every hotel in our systemin his personal incentive
goal s for his paycheck that there will be a
produced |ist of agencies that he uses on a
per petual basis for purchasing on a local basis or
regi onal basi s.

So it all ties together as being a way of
life as opposed to being a managenent by exception
situation.

GENERAL W LLI AMS: Excel |l ent conment,
Bill, and | appreciate that and al so for Bob
interjecting as well, because this is a universa
topic as Bill just nentioned, and | know for the
rest of you, you know this as well. And there is
not atime that | amon the H Il that |I don't have
a di scussion about this. They understand what
we' re doing, and so, if you could in your thought
process pass any threshold type information to Bob,

it would be very helpful, and we will factor that
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And one of the things that | think
everyone knows by nowis that we will address
i ssues. We don't sweep anything away. The staff
knows this, and that's one of the reasons we have
this transparency, because we know that we are
pretty good, but we are not a perfect organization
And so, we can learn, and we can do things better
So this will be very hel pful

Yes, Joel ?

MR, ZI NGESER: Just one quick thought:
the word mentor came up in Bob's statement. The
contractor said--1"mnot famliar with what's
happeni ng on the AE side, but in the contractor
worl d, the nentor-protege prograns that exist at
the Departnment of Defense and at the Smml| Busi ness
Admi ni stration are very interesting and very
exciting and very worthwhile.

The general contractors require and rely
on small business subcontractors to do business.
Havi ng qualified, capable subcontractors is

critical tous. I'msure in the AE world, as was
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sai d before, whether it be specialty areas or
ot herwi se, the notion of large firns working with
small firns in a nentor-protege relationship would
be positive. The needs of your organization are
special in the AE world.

It may be, while it mght be a challenge
to create your own nentor-protege problemstrictly
for AEs, the notion of doing sonething al ong that
lines which would tie small firms with larger firns
gi ve you sone of the answers that you want night be
worth | ooking into.

GENERAL W LLI AMS: Okay; thank you very
nmuch.

FROM THE AUDI ENCE: Thank you. To expand
on that, GSA and many agenci es have mentor - pr ot ege
progranms, but it's primarily for small,

di sadvantaged or 8(a) firns. But there is no such
programthat |I'maware of that's aware of for plain
smal | business to have a nentor-protege
relationship with a large firm

Al so, General, many prograns--1'm not

speaking just to OBO but Governnentw de, that there
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are many requirenments for subcontracting to snall
busi ness but not perfornmance by snall business. So
in other words, a small firmcan say I'll self
performeverything. So therefore, you m ght have
the nost anbitious goals of subcontracting, because
there's no subcontracting to be done.

Sonmetimes, we've run into situations where
projects are overspecified in the sense of having
requirenents that are not germane to the project
itself and its performance. And so that that
overspecification in a sense puts it into a large
busi ness realm

And then, a third thing is that in sone
cases, there are projects that may require two or
three personnel, but the project goes to a large
busi ness, and the snmall busi ness doesn't get
consi der ed.

GENERAL W LLI AMS: Thank you. Excellent
points, and | have that, too, okay?

kay; this has been very, very hel pful,
and | really appreciate the comments, and

obviously, it is a spirited topic. That's one of
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the reasons we have it here. Let ne nove on and
touch on one, before lunch, one real estate type of
issue. And | know Bill Edwards can probably help
us a little bit with that.

If we | ook at nunber 10, and this nay not
be across the board, but those of you who are
involved with office space, building utilization,
sorting, et cetera, Jay, you want to expound on
that nunber 107?

MR HCKS: Certainly. W are always
| ooking for increasingly faster ways to deliver
facilities we need to in increasingly created way.
And one area touches on real estate but also the
pl anning area that | al so have responsibilities
for. There we go. My apologies--is to | ook for
nmeeting surge requirenents at places around the
wor |l d, not by buil ding an enornous apart nent
bui I di ng but by using hotels around the worl d.

It's fast, it's efficient. There are mechanisms in
pl ace to put people in there quickly, not only for
residential purposes but for office purposes, if

need be.
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And then, a parallel innovative or
creative concept, at least increasingly for us,
woul d be not building a desk for every person who
may be at post. You may find with exam nation of
the nature of that position, they're in the field
so much that you can assign three people to one
desk. And that's one area that we're looking at in
building in efficiencies and not overbuil ding our
enbassies. So the genesis of the question, sinply
put, is what sort of creative, flexible nmethods
have you or your clients had to use to neet
residential and office requirenents in a
cost-effective, flexible, quick situation?

GENERAL W LLIAMS:  Ckay.

MR. EDWARDS: Hotelling, huh?

[ Laughter.]

MR. EDWARDS: That concept is not new If
you go back to World War Il in Chicago, the |argest
hotel in the world, it was then the Conrad Hilton,
now the Chicago Hilton was Fifth Arny Headquarters.
So that was a hotelling exanple in 1942-43, |

guess. It used to be the Stevens; then it becane
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Fifth Arny; then, it becane the Conrad; now, the
Chicago Hlton. | know, because ny hone as a kid
was the 17th floor of the Pal ner House down the
street.

We have been approached since 9/11 on
multiple levels. Again, I'll put my hat on as
chair of the Board of Trade here in the District of
Colunbia. 9/11 contingency planning, hotels to be
used, you know, for security in place type issues
or hospital type issues. The conplexities are this
inthe United States. Now renmenber: every country
is different. Renenber, these hotels, Marriotts,
Hil tons, Starwood, which is a REIT that owns
Sheraton and Westin, all have owners. W do not
own the Capital Hilton at Sixteenth and K. W own
the Washington Hilton. Like | say, there is a
gentl eman from Kuwait who owns the one in Atlanta.

Each one is a little different. Marriott
is a managenent corporation who franchises. M
brother runs the Renai ssance Tech Wrld Marriott,
which at Christrmas, after a few cocktails,

antitrust opportunities galore.
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[ Laughter.]

MR. EDWARDS: But each one is a little bit
different. So when you step into hotelling
domestic U S., there are sone nultiple issues of
ownershi ps. | n our conpany, publicly traded, you
have return to stockholders. Actually, there's a
| ot of issues there. In New York City, if you
want ed to answer your questions specifically, go
back to post-9/11 when the downtown or the Twin
Towers' occupants noved very quickly: they net
with Jonathan Tisch, who took Loews Hotels. There
were sonme Hiltons involved. There were sone
Doubl etrees on Tinmes Square, sone Sheratons that
all becane inmedi ate of fice space with hot desking
concept in place, where they just turned them
These were brokerage houses and everything el se.

W lost a hotel, for exanple, in that.
Qur building right next to the tower, the Vista
that you may know it by that nanme, so we had to
move a lot of elenments. | think there's a lot of
speed bunps to doing that domestically, but right

now, the hottest real estate in the United States
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is selling hotels. And they're going at
approximately, for, let's say, md-scale hotels,
$200, 000 to $260,000 a key. That's an expensive
price to pay.

So let's say you went--we just sold the
H lton in Al exandria on Sem nary Road, the blue
gl ass tower you may see. And think about how nuch
an 18 by 15 space at $200, 000 and nultiply that
out. That return would have to go back to the
owners. That return would have to go back to the
st ockhol ders, the stakehol ders, to use the buzzword
out of sone business schools, whoever is the rea
ownership tenants of that.

Now, in the case of an emergency, a 9/11
| evel or Washington, D.C, conversion to hospita
use, conversion to troop use, that's a whole
different story. |In your case, | don't knowif
it's an energency or if you have to nove a teamin
imediately to an area overseas, well, then, who
would you call? Well, let's see: Hilton
International is owned by Ladbrook Corporation in

Great Britain. |If you go to our conpany, Hilton
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donmestic, we own Conrads overseas. And then, you
could deal with our corporation over here. It was
I'i ke when | was on active duty, going out to
commandeer United and American Airlines to nove
certain situations very quickly. You would wal k
into soneone's office, and they woul d have the
absol ute | ook of fear in your face that you're
taking revenue out of the skies. Well, we were,
but we had a higher priority.

But it is conmplex. | would suggest to you
to go back to 9/11; pull the history on the City of
New York. Ex-Guliani's office will have that for
you. But again, that was a culture tine; that was
a wave of patriotism and we're all in this
together in New York type of thing, but it's not an
extrene.

And then, if you like, | can get you any
data you need at |east donestically or even
overseas as to price per key that the hotels are
now selling for: GCeneral Electric, Hilton, Thayer,
were selling hotels 30 or 40 at a pop right now,

because the market is flattening out, and if you
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all know from your days playi ng Monopoly, you buy
the little property; you put houses on it; and

then, you put a hotel on it. Now, everybody wants

a hotel

[ Laught er.]

MR. EDWARDS: So we're going to give them
a hotel. But even our gamng, we're the | argest

gam ng conpany in the world. W own Hilton; we own
Fl am ngo; we own Paris; we own Bally; we own
Caesar's. W sold all that to Harris, okay? You
can imagi ne the size of that bundle.

So everything is in flux today. So the
hotel i ng and hot desks--hotelling concept is good.
It works. It does have a track record. |It's easy
to do, but renenber the revenue side and cost per
key in publicly traded and private hotels. There
are nmany, many conplex joint venture issues in
these buildings all over the country that are very
hard to untangle to nove into.

GENERAL W LLI AMS: Thank you; that's okay
for you, Jay?

FROM THE AUDI ENCE: Yes, very hel pful
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GENERAL W LLIAMS: Okay; Gna, you want to
give us sonme lunch instructions, and then, we wll
break for lunch? M ght want to use the m ke.

MS. PINZING Panel nenbers will join
Director Wlliams and the rest of the OBO
managenment teamupstairs. Phyllis will escort you
to the executive dining room For our OBO staff
participating today, if you would kindly acconpany
our outside participants to the cafeteria. W wll
return at 1:30 p.m for the afternoon session.
Thank you.

[ Wher eupon, at 11:49 a.m, the neeting
recessed for lunch, to reconvene at 1:30 p.m this

sanme day. ]
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AFTERNOON SESSI ON
[1:26 p.m]

MR. ZI NGESER: These people are trained
through years of experience and have to go back for
regul ar training and updates for the nost current
issues to help them Strictly, | know from mny
sense in security, that's what they have to do
I"msure it's the same way with al so the design
build el enents, too.

GENERAL W LLI AMS: Thank you. Excellent.
That's very good. Are there other coments on
nunber two?

Yes, Mary Ann?

M5. LEWS: | guess this is where | put on
my val ue engi neering hat and say that, you know,
we' ve found that applying val ue engi neering or
val ue nanagenent at the early stages, scoping or
concept devel opment, et cetera, is a way to
identify high value benefits and to focus on them
for the duration of the project. And then, the
followon to that goes back to the project

controls, and by applying appropriate project
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controls for the duration, you increase the
probability of a good outcone.

So those are the two things we | ook at as
the benefits and the probabilities here.

GENERAL W LLI AMS: Yes, Todd?

MR RI TTENHOUSE: We've nentioned before
about, you know, what is the benefit, what is the
probability, what do you want? And you have to be,
as lda said last tine, you have to nake sure you're
on the sane page. | can think it's a great
benefit. W have several people that we are doing
projects with. They say oh, this will be great.
They're going to love this. And it's, like, no,
this is not what they want. So nmanagi ng the
client's expectations or understanding the client's
expectations, what you think, what | think is good
for your building is not what Joe thinks is good
for the building; mght not be what someone in
Interior thinks is good for the building.

So | think you have to nanage what is good
and communi cate that to the design team so they

don't go off on, you know, sonme grand entranceway
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when, actually, we need nore space inside or
sonet hi ng, you know, and it goes on various |evels.
The standard enbassy design is there for a purpose:
to stay within these confines. And you can dabbl e
in these areas, but you cannot dabble in changing
the footprint or the ceiling height.

Yes, it's great to have a taller ceiling.
It's not in the program So managi ng up and
managi ng down the expectations will lead to greater
benefit.

GENERAL W LLIAMS: This is excellent,
Todd, because that's one of our chall enges.
Everyone knows that we have a standard enbassy
design, and there's a reason for it, and even ny
Al A friends understand clearly why we must do this.
Many of them have been here for the |ast four years
and wat ched this whol e process and have a very
cl ear understanding as to why we nust do this.

If you're going to have a standard
product, you cannot tweak it every tinme you get
ready to roll it out. Wat we say is that here is

the generic design that we would like to see you
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site adapt, and it's enough roomin the creativity
of the presentation of the site and particularly as
you | ook at | andscaping to have the building
present itself well.

So | think managi ng expectation, and |'m
pl eased that you nention this, has always been a
problemin the Departnent, because our client, and
| say this to themas well, so |I'mjust open as
well, that this is not a situation where we can
just tweak and change and tw st whatever we've got.
W' ve got so many conference roons. The
anbassador's suite is going to be the sane size in
Uzbeki stan that it's going to be in Lonme, West
Africa. It may be configured a little different on
a different wing or |evel or whatever, but when you
come down to footprint, we're tal king about the
sane al |l owabl e space.

To me, that's discipline, and that's
standardi zation. And so, | do think it's a nessage
in the expectation problem because if we don't
manage that, the probability of being successful in

conpl eting these things in a couple of years, which
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we're mandated to do now, which we have chosen to
accept as our process, is going to be difficult.

Are there other questions around this
benefit, high probability issue?

Yes, Joel ?

MR, ZI NGESER  That discussion was hel pfu
to ne, because again, it hel ps define the question
And | think the howis the key word. And there is
no question in ny mnd that understanding
expectations in the front end is the key to getting
the fulfillnment of those expectations at the end.
And if they're not clear, and they're not
under stood, and they're not explicit, then, they
remained inplicit, and everybody has a little
different idea, and you go off, and everybody
thinks you're marching to the sane drum but you
may not be.

So what Todd said nmakes all the sense in
the world. So the how part is, and we've tal ked
about this before, but that's getting together with
the key players and understanding what it is that

you expect, what are the priorities? W
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know -where our people sit, we know that your
schedule is a top priority, not at the expense of
everything el se, but schedule is a driving factor
because you' ve nade a commtnent to do these
proj ects quickly.

And then, fromthere, there's all the rest
of the pieces, that the rest of the howis to
establish sone protocols which we have done on
again, other high profile projects. W're working
on sone very high profile buildings here in
Washi ngton with high profile tenants, and they have
very high profile prograns. And we have executive
conmittees on every one of those projects. They
meet regularly, and they neet at the drop of a hat
if there is some reason to get together to nake
sure that sonething doesn't get in the way where
key expectations are at stake.

So to nme, it's a process, if you'l
forgive ne, part of the nanagenent, to get the
project to neet those expectations, benefits, and
soon. Sol think it's just a matter of setting it

up, being clear at the outset, and constantly
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rem ndi ng everybody in one way or another, because
we | augh sonetinmes with banners that we put up at
job sites. W saw, you know, at the Pentagon, that
was not our particular project, but we all saw as
citizens what it neant to have a clock up there and
have banners and have peopl e understand why they
were doi ng what they were doing every day. So
those things that notivate are inportant.

GENERAL W LLI AMS: Excel l ent.

MR CHACE: And to follow on on that, it's
still done in comunication. |If you're constantly
communi cating these i ssues and your expectations,
and they're nmutable, and they're changing, that
keeps people on the same page. But that allows--as
we tal ked about on question seven about having the
f eedback mechani smthat works both ways and can
operate flexibly and fluidly up the chain of
command with little inpediment, because the worst
thing you want as a project |leader is not to have
your managers tell you when there is a problem or
try to fix it on their own when it requires nore

brains than just one.
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So the effective comunication aspect, |
thi nk, might be comobn sense, but | think
sometines, it's overlooked as far as the processes
in place for that comrunication

GENERAL W LLI AMS: Excellent. 1s there
other input around this subject?

[ No response. ]

GENERAL W LLIAMS: Okay; thank you. We
are going to nove now to a planning question. [|'m
| ooki ng at nunmber 12. 1s there a threshold? And
guess | shoul d ask Dave Barr or sonebody from
pl anning to speak or either Marcus to speak--oh,
there's Nancy; okay, good. | wll ask Nancy.
kay; Nancy, you hid behind George.

M5. WLKIE: |I'm Nancy Wlkie. |'mbranch
chi ef of our noncapital planning branch. And
really, questions 11, 12, and 13 are really
i nt erchangeabl e, and the reason | brought them up
is we are trying to bring the discipline that the
General has evoked on us for the capital side of
our work to our smaller, noncapital projects,

i ncludi ng physical security renovations and sone of
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our rehab projects.

And so, we are enbarking on design build
for those projects as well, and | thought you m ght
be able to give us your experience working on
smal | er types of projects overseas, because they
have their own chall enges in thenselves. \Wen it
makes sense, if there is a difference in a dollar
val ue for doing themand al so the | evel of
information that we're doing in terms of bridging
docunents in the design build arena.

We are typically follow ng the nodel we
did in the standard enbassy design, but of course,
that involves a little bit nore work on those
proj ects, because they are all different projects.
They are not standard. They are working on
existing facilities, and whether we shoul d be
producing | ess and | eave nore to the design
buil ders or nore because it's easier to tell them
our requirenents, so we are just interested in
getting sone feedback so we can be working towards
i mprovi ng that program

GENERAL W LLI AMS: Take 11, 12, or 13, and
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go down any one of those lanes, but | think it al
will end up at a conmon point.

Yes, Todd?

MR RITTENHOUSE: | take it fromthe
question that you' re worried about going too snall,
is it problematic, and actually, | was thinking
quite the opposite. A couple of recent exanples:
security upgrade in Vienna and Strasburg | thought
were excellent exanples of a small project with a
smal | di sadvantaged architect; it was a very great
project, and it was great, because we went out
there, and we could look at it, and we took all the
measur enents and took enough information in a very
limted time and could turn it over to the
contractor, who is going to do all these
measur enents anyway. It was very nuch sinmlar to
what we're doing in the EEOB, Joel and | are
wor ki ng together on where it's the sane type of
project, and it works very well on a design build.

I think it would work poorly on a bid
build contract. You know, | would say there are

sonme projects, you know, not every project deserves
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to be design build. Sorry.

[ Laught er.]

MR. RI TTENHOUSE: But | think that the
smal | er ones are better suited, because you get in
there. W got in there with a great designer, and
the team went out there and spent a week and
under stood the real program and devel oped sone
concepts for it and put it out in the street, and
on that very small job, just taking it to concepts
was far enough.

I was intrigued by question 13, because
think on sone of the projects, you want to get at
| east a 35 percent; the bigger the project, the
further you want to develop it because there are
many nore unknowns. For instance, in Vienna, it
was quite sinple: there were sone issues there
that we had to deal with--1 don't know if you want
me to get into the issues, but there are issues.
But the contractor could site-adapt that once we
came up with a generic design.

When you get in something as |arge as the

EEOB, where there's many things going on, you can't
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do a sinple concept and wal k away, because they
can't bid it properly. So the bigger the project,
the nmore you go, you know. And | would say the 35
percent is great, and sone projects, even 50
percent, if it's really conplex, because you flesh
out all of the real issues.

So | would say the snaller the project, or
even group those together as we've done or the
wor | dwi de security upgrade program were nuch, mnuch
better handl ed as bid-build than they woul d have
been desi gn buil d.

GENERAL W LLI AMS:  Ckay.

MR, RI TTENHOUSE: Go ahead, Craig.

GENERAL W LLI AMS:  Yes.

[ Laught er.]

MR RITTENHOUSE: | had to get that in
bef ore you spoke, because | knew you were going
to--

GENERAL WLLIAMS: Okay; we're going to
have a | ot of speakers here. Let's see: we'll go
to Craig and then back to Mary Ann and then to

Ri chard and then to George, and | think everybody
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is going to talk a little bit.

[ Laught er.]

MR. UNGER  Maybe | shoul d bat cl eanup
But, you know, the |last couple of years, | have
been very fortunate to represent DBIA and travel ed
t hroughout the nation. 1've had a chance to
testify before several state |egislators, and there
were 159 bills proposed | ast year, and 40-sone of
them passed. In 2005, there were 147 design-build
bills, legislative bills, proposed throughout the
nati on.

And it's intriguing to nme as | trave
around, | go to sone states where you cannot do
design build unless it's a major project over $20
mllion, and there are sone states where you cannot
do design build unless it's less than $10 mllion
I'"ve seen states where you can only use design
build if it is a sinple project. 1've been in
states where if it's a sinple project,
cooki e-cutter, then, don't use design build. Low
bidit. |[|'ve been in states where you cannot use

design build for horizontal, only vertica
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buil dings, and in sone states, such as Chio, the
only thing you can do design build there is
hori zont al

So wherever you go, there are these
various reasons why we could or could not or should
or should not. Now, to counter Todd--

[ Laughter.]

MR. UNGER  --ny personal observation is
I'"'mabout--1 cannot think of a single project,
personal ly, that would not lend itself to design
build. However, | certainly have | earned over the
| ast couple of years that there are certain owners,
both public and private, that aren't ready to |et
go of control. They're not truly best val ue
sel ecting where they'l|l develop that trust, and in
my opi nion, they should not go design build.

Now, to the essence of small projects,
woul d think if you're going to go bridging, which
is typically 35 percent or nore docunents, that
does take a lot of time, effort. Some fol ks m ght
think that would not lend itself to efficiently

bei ng procured via design build. | would counter
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with will your selection process narrowthe list to
three to five of your top notch design buil ders and
only go as far as concept, let themgive you the
solution, and you'll have a chance to talk to them
prior to award.

And | think in that case, smaller projects
are perforned--including renovation projects. |
mean, when you get into tearing dowmn walls, and
there's asbestos abatenent and | ead based paint,
all of those uncertainties, |I'll say conparing the
two project delivery nethods, who would you rather
deal with those uncertainties? Because they're
going to be there under both. Wuld you rather be
sonmeone you sel ect other than |ow bid as a best
value team integrated project or with, again,
someone who bid that on a | ow bid?

So | would opt for the team and think
design build does lend itself to small projects.

GENERAL W LLIAMS: Okay; we got two views.

[ Laught er.]

GENERAL W LLIAMS: Mwving to Richard.

MR CHACE: Well, first let ne clarify,
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I"mcertainly not clarified to speak on design
build issues, not being an architect or involved in
that process. What | can maybe convol utedly bring
to this in sone aspect is the security planning
aspect of things. | think it's alittle bit
different with what OBOis trying to acconplish
here, because | think security is a concept that is
first and forenpst in a |ot of the building aspects
of it.

I can tell you that fromthe institutiona
angle that it is oftentimes in the past, in the
recent past, as short as five years ago that
security was al nost an afterthought. Certainly,
that was changed dranatically Septenber 9/11. What
i s changi ng that paradi gm now even nore is that
that security is IT-driven. 1It's no |onger just
physical on its owm. |It's not a standal one part of
the process.

So in planning security now, you have a
whol e new | ayer of the onion which has been
exposed, which is this IT infrastructure that needs

to be considered when you're building. So again,
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security is subjective, and the different |levels
you' re tal king about here, and for smaller projects
and scope and scale, you talk to a Sienens, for
i nstance, who mght be an integrator of these
systens that's coning into a project, for themto
put the resources into a facility that's being
desi gned and planned is significant, because
they're looking at all aspects of that.

For a smaller project, they're going to
turn on different facets of their business and
their organization for that. So they need to
under st and, again, what the scope and scale is for
you and what is true scope and scal e on your |evel
That's very inportant to them and understanding
how you' re going to be using that system and how
it's going to be networked, howit's going to be
interfaced for the people who are going to be using
it, what is the purpose of the building.

So it's not exactly what you're getting to
exactly here, but we're able to scale. Qur systens
are very scal abl e based upon needs and assessnent,

but there are a | ot nore considerations that have
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to be taken into consideration now, particularly at
the design process, even before pen goes to paper
I know that security was an afterthought for so
|l ong, and then, we worked with the Construction
Specifiers Institute, and now, it's part of the
master format. |It's one of their own documents.
Now, when an architect goes to pull that book off
the shelf to specify security, there's a common
| anguage for that. That's extrenely inportant as
we begin to think about security in ternms of the
conmpl ete picture of the building.

GENERAL W LLI AMS: Okay; thank you

Let me get to George and then back to
M chael .

MR. PAPADOPOULCS: This is to really share
my international experience on small projects
overseas, and |I'm speaking for the past five years,
where the two projects conpl eted, one was $500, 000;
the other was $2 mllion to give the size of the
contracts, and right nowtwo are in the
construction phase; again, around the $2 mllion

project, and three are in the planning phase. The
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first one is in Romania, which is basically very
close to the Bal kan countries. The other ones are
based in Sub-Saharan Africa

And what | have cone up with as a
conclusion is that first of all, you want to stay
with the design devel opment 35 percent as the
m ni mum | evel of docunentation that you need to
have in place. And the reason |I'msaying that is
the latest two projects, they both were designed at
the sanme tine. They both were awarded at the sane
time, and they're both being constructed at the
same tine.

And 1'Il give sone specifics, because
that's very inportant. Both of themare in snall
ki ngdoms within South Africa. One is in Lesotho
and the other in Swaziland. And in other words,
their econonies are extrenely related with the
rand, with South Africa. And we found out for two
i dentical buildings with the same design build
process, they have a difference of 25 percent in
price, two identical issues, a very puzzling

situation, and we're trying to see why this has
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happened.

Wel |, what has happened is that Swazil and
is anmore politically advanced ki ngdom as opposed
to Lesotho, which is a fairly recent denocracy,
about three or four years ago. And that affects
the pricing practices of the |ocal contractors. It
took a little bit of soul searching to see why two
identical things within the same geographic
basically area with the same infrastructure
basically, electricity and material availability
and contractors differ so nuch in price

So in looking at this and | ooking, because
again, I'mtalking with standard design. These
bui | di ngs have been done for an Anerican
organi zation in an overseas environnent, and they
do have a standard design, not, of course, as
sophi sticated as the new enbassy conpl exes.

However, they do incorporate standard design, |oca
materials, and | ocal practices.

What we have found out is that there is a
need to have a constant review of the val ue of

construction, a constant review. Things can
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fluctuate extrenely fast. The life span of
construction, design to construction, is 12 nonths
ina $2 mllion project, 12 nonths fromthe day the
green light is given, finding a site, doing sone
geot echni cal, sone surveying, doing the necessary
feasibility to a design devel opnent to awardi ng the
contract to a design build contractor and to see it
conplete with a turn-key, 12 nmonths for a $2
mllion project.

And when they vary like this, what appears
to ne is there are other factors in our industry
that affect the delivery of a product. W would
like to think that we have full control, but our
control is actually around the 90, 92 percent of
the delivery of the project. And we should never
forget that there are the unknown external factors
that can affect either the pricing or the end
product, for that matter.

So | just want to share ny experiences of
what has happened internationally in the smaller
proj ects.

GENERAL W LLI AMS: Before | nove to
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M chael , George, you have just shared sone very

interesting information, and | just would like

Nancy maybe or Joe or anyone maybe to speak to

this, because correct nme if

right:

MR, PAPADOPOULCS

GENERAL W LLI AMS:

cl ock- -

MR, PAPADOPOULCS
GENERAL W LLI AMS:
MR PAPADOPOULCS:
GENERAL W LLI AMS:

pl anni ng, devel opi ng, design,

construction.

MR, PAPADOPOULCS

definition.

GENERAL W LLI AMS:

definition.

do not have this

you said for a $2 mllion project--

Correct.

--the time on the big

Ri ght .

--shoul d be 12 nonths.

It is 12 nonths, yes.

And that woul d be for

procur enent, and

Including site

I ncluding any site

MR PAPADOPOULCS:  Yes.
GENERAL W LLI AMS:  Nancy?
FROM THE AUDI ENCE: Well, | can tell you

we're not neeting those schedul es.
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[ Laughter.]

FROM THE AUDI ENCE: | do.

It's an interesting question, and that's
in part why | asked sone of the questions is
because we are spending a fair anmount of tine
putting together the definition, going out there
and determ ning what we think the problemis and
how to relate that to a design builder. And then,
we have the government contracting procurenent
cycle that we do have to foll ow

W're also finding that in sone regions of
the world, they may not be as fanmiliar with the
design build arena. And the exanple I'Il give is
in Laos, we're doing a project where the fol ks that
are helping us with the acquisition of a |oca
design builder are having trouble finding folks in
that particular country. They are able to find
sources regionally. And so, there are a |ot of
unknowns to see how that affects cost and val ue.

And | guess in some respects, |'mtrying
to learn as much as | can to see if there's things

we shoul d know up front before making specific
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determ nati ons on the best way to proceed, whether
we use sonebody locally, we use a cleared Anerican,
because there are I ots of options open to us, but
clearly, we're not on that schedul e yet, General

GENERAL W LLI AMS:  No.

[ Laught er.]

MR DECHI ARA: You're not al one.

GENERAL W LLI AMS: Fast, focused,

fl exi bl e.

[ Laughter.]

GENERAL W LLI AMS:  Her boss is junmping in
now. |'ve got a thing going, guys.

MR TQUSSAINT: No, |'m downstream from
Nancy.

[ Laught er.]

MR TQUSSAINT: |'mthe execution side.
Nancy is the planning side. You may want to,
Nancy, just as a suggestion, you may want to get
George to give you the actual specifics so you can
benchmark that - -

GENERAL W LLI AMS:  Yes.

MR TOUSSAINT: --and see what techni ques
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they may be using--

GENERAL W LLIAMS: That's right.

MR. TOUSSAI NT: --that we coul d enpl oy,

and such things as the acquisition tine, for

i nstance, you nmentioned that's the critical,

one of our critical hurdles.

When we overcone that, we get into that

| oosey world of ID)IQ you know, with one of our

| arge contractors that we won't nention here

so, that causes us problens in controlling the cost

side of it. So this, |I think, would be a very

good--the challenge is here, $2 mllion in 12

mont hs, and that basically is the whole thing as

understand it.

MR. PAPADOPOULCS: That is correct,

including furniture and conputers.

MR, TOUSSAI NT: Furniture, conputers,

| ocati on.

MR, PAPADOPQULCS: |'mthinking the whol e

t hi ng.
GENERAL W LLI AMS: Keep tal king,

Keep talk it.
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MR, PAPADOPQULCS: Location, right?

MR, DECH ARA: W' ve got enough to spread
around. W have- -

[ Laughter.]

MR DECH ARA: Right?

GENERAL W LLI AMS:  Now, Nancy, | know why
you were hidi ng behind--

MR DECH ARA: W want to know nore, |
t hi nk.

MR, TOUSSAI NT: George, you mght be voted
of f the panel.

[ Laught er.]

MR DECHI ARA: | think George is going to
nove to the center.

GENERAL W LLIAMS: No, George and | are in
good shape. | want himsitting right here where
M chael is.

[ Laught er.]

MR DECH ARA: Let nme tell you what: you
can't build a $2 mllion house in Wstchester
County in 12 months. Forget about procuring it,

designing it, and building it. And that's where
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you have the availability of all of the materials
you want, whether it's on a design build basis or
on a design bid build basis. But | amglad that in
certain countries, there's a 12-nonth, $2 mllion
threshold, and I'd love to be the recipient of the
cost overrun and del ay clains that cone when you
don't neet that, but so much for that.

You know, the perspective that | bring is
I litigate construction cases all around the
country. And they tend to be very |arge cases, you
know, $100 million is not unusual; $200 mllion
happens. And you get the $500,000 and the $2
mllion clains. But in ternms of design build, just
based upon the experience that my firm has had,
it's not a dollar threshold issue. It's a
conplexity of the project issue, and if it's a
uni que project, to the extent that you have unique
design criteria, | think that design build is |ess
efficient, because you have to do much nore design
up front. To the extent that it's npre consistent
with the programthat the General has put in place

here, where you basically have a desi gn nodel
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then, you know, obviously, design build is a very
efficient way to go.

So | think to the extent you have a unique
design, and whether it's a $500, 000 issue, you
know, or it's a $50 mllion, the question becones
how design intensive is it, and | think you'll find
long-termthat's going to be the determ ning
factor.

GENERAL W LLI AMS: Yes, go ahead, Mary
Ann.

M5. LEWS: | called one of our clients,
an owner in the UKto find out, and they've been
doi ng design build on all of their projects since
the midnineties. And so, you know, they're in a
slightly different situation than nost parts of the
worl d. They have access to design build teans who
know what they're doing, and | asked them how do
they handl e these things, because | know they do it
on everyt hing.

And so, they said that they do design
build on everything from $100, 000 project up to

several hundred million dollars. And the way
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they've structured it, they could be very sinple,

smal | buildings, but what they'll do is they fee

that the scoping element of it is very critica

this. And they will then have rel ationships.

They' Il set up essentially task order
contracts with two or three contractors. They'l
have a standard form of agreenent that all of these
people will know what they're getting into, and

they will bundle the small packages together, the

smal | projects. They' |l bundl e themtogether,

there nmight be 10 projects in a package. They will

offer it to the three or four prequalified

contractors, and they can or may decline to submt

on these.

And then, they'll select on low bid to do

the work. And in many cases, on these snall

projects, they will have a two to three page

performance specification. W want a buil di ng of
such and such a size; we want an access road; we
want, you know, electrical equipnent, and that's

it. And they said it's been very successful for

t hem
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GENERAL W LLI AMS: Thank you. | do want
to say this before we beat too hard on George
because- -

[ Laughter.]

GENERAL W LLIAMS: --we are taking |onger
than I want and | think | onger than any of us want,
because that's one of the reasons Nancy has been
pronoted into this job is because we wanted to have
a fresher | ook at how we do business, and | think
that's what she's seeking here with these
questi ons.

We are not inventing the wheel every tine
we do this. It's very little that we are doing we
have not done before in the sanme region of the
world. Now, circunstances are different in terns
of sources, availability of this or that or, you
know, that type of thing. But as far as having
some new ki nd of design or something unfamli ar
with what we're trying to do is not necessarily the
case.

So we do have to find a faster, flexible,

and nore focused way of getting this done. And
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that's what Nancy was, in fact, |ooking at. So we
will take Ceorge's explanation for right now, and
I"lIl just have--you know, that's a good place to
start. And then, where we go from however many
days we deviate fromthat, | said days--

[ Laught er.]

MR DECHI ARA: |I'msurprised it wasn't
hours and m nutes.

GENERAL W LLIAMS: --then, we may have
sonmet hing. Now, on the matter of litigation,
that's something we haven't talked a | ot about in
our business, because what we have tried to do with
our design build partners, and nany are represented
around the walls or whatever; they cone and watch
this process.

We really can't get a whole heck of a |ot
done in this fast-paced operation if we are going
to start even thinking about those things. |If, for
sonme reason, for whatever spotty situations we
have, it ends up--we have to | ook at sonething like
that, it's a lot of discussion, a lot of team ng

effort around that before we go to that extrene.
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So | think we just want to tenporarily
take that off the table and tal k about how we can
probably get a little bit closer to reducing the
anmount of time it takes to do a small project, and
I think sonething that's under $200 million, and we
are not building a pal aci ous piece of property on
the Potomac. We are just tal king about building
sonet hing very sinple that we have done nany, nany
times around our enbassies. So | do think that
it's sonething in what George was tal king about.
But having said that, are there other views about
this?

Yes.

MR, PAPADOPOULCS: | need to give a snall
answer to M chael about litigation

MR, DECHI ARA: That was just to tell you
what | do.

[ Laught er.]

MR, DECHI ARA: |'mnot suggesting that you
want to litigate anything.

[ Laught er.]

MR, PAPADOPQULCS: | think over the years,
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I have seen in ny career that litigation has becone
a very, very inportant factor in howwe do it. |
came to grips with it nyself a long tinme ago. |'m
not going to design to avoid legal suits. [|I'm
going to design the way | know best as an engi neer
and deliver the product to the client.

And one of the beauties in working in
certain areas in the rest of the world is they are
not as litigious as we are in the United States.

GENERAL W LLI AM5:  Correct.

MR PAPADOPOULCS: | think this is a
breath of fresh air doing a ot of projects. And
believe nme: they have the sane m stakes we do over
here. | nmean, it's not--nothing is perfect.

GENERAL W LLI AMS: Right.

MR, PAPADOPQULCS: But people are nore apt
to say how do we fix it as opposed to you fix it,
and you fix it by giving me money. So it's a
different nentality, perhaps, in a different
culture that we deal with when we do internationa
work as opposed to what it is here, and | really

shudder the day that this nentality of litigation
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agai nst design builders or designers comes to sone
sort of a halt.

Thank you.

GENERAL W LLI AMS: Ckay; all right. [I'm
goi ng to get sonmebody el se behind you. You've
al ready said get out of the way, so we've got to--

[ Laughter.]

FROM THE AUDI ENCE: Well, | just have sone
private sector conparisons for you, Nancy. W
often work on, say, interiors projects for a | aw
firmthat has to nove out of its |eased space into
a new space within 90 days. And the way that
happens is instead of waiting for 35 percent
drawi ngs, the denolition drawi ngs are packaged
first. And the owner actually--and you know
this--actually hires the builder at the sane tine
as the architect, and then, we work together, and
he's giving preconstruction services for awhile.
And the first package that cones out is the
denpolition package, and we execute that while we're
still working with engineers to do.

So maybe just parsing it down into smaller
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pi eces |ike we do, you know, foundation package and
those ki nds of things--

GENERAL W LLI AMS: Okay; thank you

Yes, Bill.

FROM THE AUDI ENCE: | just wanted to pick
up on a point that Nancy had, which was about
the--if you would, the maturity of the design build
in the international arena. | recently took a
12-person del egation to Seoul, Korea, because there
are sone |arge design build projects conming up
there, because we found out that the Korean
industry is not in tune with design build, but we
want to go design build there

And as a result of that, we took
representatives from12 U.S. conpani es that are now
formng alliances with the Korean contractors to
use both as prines and as subs, and so, ny only
suggestion is that some advanced research to ensure
that there is an industry that is capable of doing
what you want to do, and if it is not there, | also
think there is an opportunity to grow that industry

t here.
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GENERAL W LLI AMS: Excellent. And either
way, we've got a path

FROM THE AUDI ENCE: Yes, sir.

GENERAL W LLI AMS: Good; very wel .

Yes, let ne get Joel here.

MR. ZI NGESER:  Again, you know, one of
these neetings without hearing Ida say it depends
is sort of--

[ Laught er.]

MR ZINGESER: --you know, we have to hear
that, so I'll say it depends. And | think that's
what we're hearing. | don't think there's an
obvi ous sinple answer of a dollar size or a scope
or whatever, and especially when you | ook at the
variances working internationally fromone country
to another--1 just heard a story even within the
sane region.

But | do think that again, if you | ook at
the kinds of work that you have, and they tend to
fall into certain packages of scopes, and you can
get those defined in some systematic way, then, you

| ook at the performance side. And ultimately,
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that, to me, is really the key, and others have
heard me say this over and over agai n about design
buil d and performance based procurenent.

The sinple exanple in this country, if
I"ve got a big warehouse, it's existing, and | want
to sprinkler it, I could procure that pretty
qui ckly with about two sentences, because the
sprinkler guy is going to design build that to neet
the code and the standards, and | don't really care
what the pipes |ook |like or where they go.

But if I've got a historic building and
want to sprinkler it, maybe | do care about some
things, but | probably still don't care about how
many sprinkler heads. | night care where they cone
out or what they look like, but I know it needs to
meet code. And then, there nay be sone ot her
things in that building about where the pipes run
or where they don't. The point is that every
project is going to be sonewhat different. How you
define your needs or your requirenments is the key,
and whether it's design build on a pure performance

base or design build with sone set of acconpanying
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docunents will depend on the nature of that project
and where.

I think that is a big variance here. But
if you can start to get, you know, things that you
can pull off the shelf and cobble it together, that
m ght help you al so. But again, sorry to say, but
it depends.

[ Laught er.]

GENERAL W LLI AMS:  Yes, Mary Ann?

MS. ANDERSON: | guess a uni que exanpl e
al so of how the process can be somewhat expedited
or whatever would be what's going on with the
basebal I stadi um downtown, in that we have even
before the architect was selected, our contractors
were already prequalified, and before the
programm ng contract was out, already, we've got
the design team underway and the process underway
for the geotechnical investigation. And we stil
don't have an owner.

But concurrently, the different parts of
the process are actually being procured and

solicited at the sane tinme instead of waiting for
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the architect and then going out for the
contractor. So sonme of these things can be done at
the sane tine.

GENERAL W LLIAMS: Mary Ann, that is very
good, because to sone degree, that's what we're
doing with the Baghdad project. W got pernission
fromthe Congress to go ahead and get ahead of the
process, so that's another way to elinminate tine.

Are there any other comrents about all
that? | see one hand on the wall over here.

FROM THE AUDI ENCE: | can give you a
slight variation on the design build concept. W
do a lot of work for Honda, and for exanple, right
now, we're putting a plant in Tal apoosa, Georgi a.
Fromthe time we were issued the contract to when
that facility is going to be up and operating is 18
months for a $50 mllion, 300,000 square foot
facility.

The way they do it is alnpbst a variation
of the design build. They hire a CM and then, we
as the architects work with the CM and bundl e

packages, Mary Ann, |ike you were saying. First,
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we get out and set the border for the building; get
out the civil rough gradi ng packages, and they're
actually doing the civil work while we finish
defining the building paraneters; get all that
nai |l ed down and then work out.

We have 18 packages on this facility that
we're working through, and it's going to be up and
running in 18 nmonths. But we use the CM al nost
like a design build concept, even though the
construction contracts have not been issued yet.
And they do all of their work that way, and all of
them are extrenely fast-paced projects that people
can't believe we get themout in the tine franes
that we get themout in.

But we operate with a CMas if they are a
contractor and as if it were a design build
project, and we bundl e the individual packages.
Like | said, the average is about 18 packages to 36
packages depending on the facility size and
conpl exity.

GENERAL W LLI AMS: Excellent; thank you

Yes, Bill.

file:/l/Z|/Storage/0602usds.txt (157 of 208) [6/13/05 10:50:34 AM]



file:/l1Z|/Storage/0602usds.txt

158

MR EDWARDS: | would agree with that.
I"mnot a general contractor, but we're doing 800
roons up the road here, and the budget is not even
approved. Mody's has said yes and so on, and now,
we go to the Gty Council, because the city is
going to own the building, and the building is in
Canden Yards.

We have been working now a year and a
hal f, and we have each nodul e done. W have the
guest roons done to the square inch. W have the
ki tchens done to the square inch, all designed
interiors, RTKL architecture, et cetera. All of
this is done way upstream and then, once we get
that final vote, the next norning, the shovel and
the groundbreaking is taking place, and we're
nmovi ng ahead, designing, constructing, and we're
giving it a two-year tinme to be open in '08. And
we have clients who want to see it open in '08.

So | would, just as an outside type
person, with all due respect, a round rock project
when a litigator gets involved becones a square

rock. But that's the one thing that would put a
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few speed bunps in our way. But right now, it's
all rolling pretty quickly. So | would agree with
the bundling concept, and | would agree with the
time lines. | can't speak to foreign, because I'm
not into sonme of these places that | don't even
know where they are. So I'mnot into those
conplexities, but I would agree 100 percent with
what |'ve heard in your coment.

GENERAL W LLI AMS:  But | think, you know,
Bill, you' re speaking a lot to process, and
wherever you are, you mnmust have a process. And
think the notion of thinking smartly and a little
bit out of the box fromthe nontraditional how to
get there, knowi ng that you have a short tine
franme, and it's fast track, | think all that you
have said is very useful

Bill Brown raised a very interesting
point, so did Mary Ann and others on how we coul d
probably help Nancy get there quicker. The bottom
line is we want to shorten the tine frame. Right
now, it's taking too long to get out. And, you

know, we're being critical of ourselves. Nobody is
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fussing about this, but we are accountable. W
want to shore it up and get it better. And we're
| ooking for opportunities, ideas, and so on to
truly fast track it

MR. EDWARDS: Well, if you take a generic
approach, let's pretend we're running the hote
conpany right now. Every single hotel genera
manager has one objective, and that is to forecast
his capital expenditures, be it the Waldorf Astoria
redecorating a ballroomfor $2.5 mllion or $5
mllion or redecorating a floor of guest roons for
$1 mllion in Washington, D.C or redoing a kitchen
for whatever.

And every GM then, in one year will do
all the step-up work: the planning, the
researching, the costing, with our specialists that
will assist himor her. But then, when the budget
i s approved by the Board and the owners of that
hotel, we have got 12 nonths to get it done. It
does not carry over. |If you're a general manager
who has a process that carries over, you won't be a

general manager too | ong.
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The one thing, the fear factor is when you
get that change order nunber one that says, oh,
we' ve found asbestos or sonething, that's always
the anbiguity, and there are allotnents for that.

GENERAL W LLI AMS:  Yes.

MR. EDWARDS: But it is all disciplined,
prepl anning by a specific date for the next year's
cap ex, snmall or large, negotiated bids, triple
bi ds, whatever; we mninumthree bids on
everything, even negotiated. So it is all the
prepl anni ng here and not so nuch the execution
here. The execution should be just short of a
surprise.

GENERAL W LLI AMS: Very good. This is
excellent. Terrific tips, and we will come back in
a few nonths and tell you how we have reduced the
process and the time frane.

[ Laught er.]

MR DECHI ARA: If | could hel p Nancy out
just alittle bit.

GENERAL W LLI AMS:  Yes.

MR DECH ARA: 1'd like to know from Bil
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what is it that allows themto neet that 12-nonth,
you know, objective? And what is it that you can
tell Nancy that m ght allow her to shorten it?
Because, you know, just, you know, listening, you
set a goal. You plan really well. You have a | ot
of owner involvenment, and peopl e have fear of
losing their jobs if they don't do it. But there
has to be nore in terns of the process, and naybe
offline, not here, you can inpart some of that,
because there have to be | essons |earned. You
know, how do they do it, and why can't we do it?

GENERAL W LLIAMS:  Well, I'Il |eave that
up to Bill. Do you want to respond now, or you
want to just talk to Nancy?

MR. EDWARDS: 1'Il leave that up to Nancy.

[ Laughter.]

MR. EDWARDS: |t goes back to your
previ ous question of process and execution. In
ot her words, poor prior planning, so on and so
forth, you have a whole team of architect
specialists, all these people who do things for a

living, and they cone into the building, and they
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anal yze, they cross-check. This is the year of
pl anni ng and the process. And then, around
Sept enmber, you put in your budget item You've
al ready had your structural guy, and you' ve already
had your asbestos person in. You have done your
homewor k as rmuch as possible within reason,
obvi ousl y.

But fromthe go date, which would be
probably the early rel ease of budgets in Novenber
you have until the end of the year, the future
year, to get it done. And if there's a valid
reason, a surprise asbestos abatenent issue that no
one knew about stuck in the rafters on a--1'm
talking rehabilitation projects now, not new,
because all our buildings are old, many of them are
old, alot of these old hotels |ike the Waldorf or
Capitol Hlton from 1946

So there will always be maybe a surprise.
No one is perfect. But again, when you have to
answer to owners and a board of directors and \Wall
Street, who expected a certain return on the

product, you can't have too nany oopses around the
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country.
MR UNGER  General ?
GENERAL W LLI AMS:  Yes.
MR UNGER |I'd just like to share with
Nancy, | know the Air Force just recently went

through a streamining initiative to accelerate the
design build process with a | ot of focus on that up
front prior to why does it take us so long to
award? What are all these little objectives we're
all working on, and how nuch val ue are they addi ng?
And they just rel eased a docunent; actually, it's
dat ed Tuesday, May 31, 2005; Gene Messick over
there is the point of contact. But pretty
interesting how they went and did a little value
engi neering process of asking every single process
and approval that we go through that acquisition,
and again, it was a goal

I know that that was done in the Air Force
wi th NAVFAC and all of DOD invol ved, but the Arny
Cor ps of Engineers actually |ooked at trying to
award contracts within four nmonths and trying to

actually turn dirt within one year of
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appropriation. So there's sone other fol ks out
there sharing your concerns of trying to expedite
the process.

GENERAL WLLIAMS: This is very, very
hel pful, and are there any other discussions about
this?

[ No response. ]

GENERAL W LLIAMS: Well, may | ask of the
panel menbers, particularly Mary Anderson, GCeorge,
Mary Ann, and Bill, to be open and avail able for
Nancy's inquiries as she works through this over
the next few nonths in case that she didn't capture
sonme of your points today? And anyone el se who
m ght want to just dunp sonething her way, please
do that as well so that she can have the benefit of
all of the thinking, so that she can have a run-up
bef ore she gets tasked. Thank you, Nancy. Good.

Well, it's one thing about the | eadership
in OBO It's predictable. Everybody knows what
the mantra is. And that's to try to do better, and
I think that's what the Governnment wants, and any

idea that we can get, it's very, very helpful. Let
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me nove now to--and again, this pertains to the
overseas environnent, because | don't think you
have this in the States. But it has to do with
currency fluctuation. It's nunber 15, and those of
you who work or have worked in an overseas
envi ronnment where currency is an issue, Eric, do
you want to illum nate sonething around that?

MR HOCHULI: Well, the basic gist is
we' ve watched the euro go about a 20 percent up to,
I think, 30 percent increase over the dollar. And
my question is how do you handle it in the private
sector? | can't do things; | think hedging,
sonebody raised. |'mnot allowed to do hedgi ng.
So there are sone restrictions on what | can do in
the Government. But | was just wondering on the
pl anni ng side, on the front end, how do you take
into consideration what's the basis for the
exchange rate when you factor in the cost of a
proj ect?

GENERAL WLLIAMS: |If it's--go ahead.

MR. DECHI ARA: | can tell you what one

wel | - known contractor who obviously | can't nane
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in all of their subs as early as they can, so that

they are locking in, say, the concrete and the

steel and the sheet rock, which has becone a huge

cost, but they are locking that in even before the

design is conplete, and they're doing it with

general paraneters.

And if they overbuy a little bit, that's

the price that they pay. But generally, it has

wor ked out well for them It's a multibillion

dol lar, very sophisticated contractor. |'maware

of it because | do the contracts.

GENERAL WLLIAMS: | think that's

excellent, and | know our design build partners nmay
be listening to this as well, and that's one way to

get ahead of the gane and deal with that particul ar

i ssue.

Let me turn now to an operations and

mai nt enance kind of an issue. It's nunber five.

As you know, that's part of our plate as well,
it has to do with the nmeasurement and, quite

frankly, the managenent.
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Now, let me try to tee this up alittle
bit for you. W have fixed a |ot of things over
the last four years, and as | said, we're trying to
take the next few years to fine tune and do sone
cl eanup work. And part of that is to deal with an
ol d plaguing problemthat the State Departnment has
had for many years, and that is the existing
facilities, enbassies, et cetera, that will not be
getting replaced by one of the new enbassy
conmpounds.

You heard ne tal k about 194 or so, well,
we have 260 around the world, so we still have
about 70-plus that are out there. And these are
the major facilities in a lot of the countries that
are nore famliar to us. W have westled for
years with trying to deal with the backl og of
mai nt enance and repair, that is, all of the ankle
biters that are out there that are causing problens
for the user. And this particular question, at
| east fromny perspective, is trying to give us
some ideas on howto deal with that.

Now, I will ask Rich to add what ever
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specifics he wants you to maybe | ook at to give you
alittle bit more focus. | know this has been on
the table before, and obviously, we haven't gotten
it right the way we want it, and the problem
centers around a big credibility issue, because
most of you know we try to operate with good
credibility with our stakeholders, so if we ask for
a dollar, we want to buy a dollar worth of
somet hi ng.

We have to know that we have a probl em
before we ask for the dollar, because if we don't
need but 75 cents, that's all we should ask for.

So backlog purity is an issue. And we want to nmake
certain that we know what our backlog is. W don't
want to represent that it's X when, in fact, it's

Y. So you can see the kind of question |I'mdealing

Wi t h.
Ri ch?
MR. SMYTH.  Thank you very nuch, GCeneral
I"'ma little gun shy, because last tinme we
asked the question, | got a very short answer.
Well, you're just not managing it very well. That
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was at our peni-penultimte neeting. But let ne
hi ghl'ight the credibility issue that the Genera
has poi nted out.

Thr ough our nmai ntenance engi neers trying
to inplenent a reliability-based managenent system
we can do a pretty good projection of what our
mai nt enance requirenments are going to be at these
12,000 different buildings that we have. Wen one
comes in with an estimate that it's going to cost
$90 million, and we're allotted $60 nmillion, there
is going to be obviously that delta. W can trim
it as much as we can, but there is going to be a
backl og.

Now, as part of our budgeting process, our
mai nt enance peopl e have to say what they are going
to do for the year two years in the future, so they
can get a very good plan, and let's say they say
we' ve got 400 projects that are going to be
i mpl emented two years out. This backl og al ready
exi sts. So consequently, you end up with energency
projects. The generator hasn't been getting the

mai nt enance needs. The generator has to be
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repaired. We may have a natural disaster which
requires the replacenent of a roof.

So consequently, two years down the road,
the question cones asked: all right, of this list
of projects that you asked for justification for,
what percentage of them were conpleted? And we say
70 percent. They say that's terrible: 70 percent?
We can't believe what you say. So, the budget ends
up being cut again.

What we have been engaged on is throw ng
out everything that does not neet any cost-benefit
test. We're throwi ng out everything that has not
only been replaced, obviously, by a new building
but things where we have new contracts signed.

Qovi ously, we don't need those. W're getting
those down to a total scrub. But one of the issues
that has struck nme is what are the norms for

mai nt enance expenditures for facilities?

Now, the | FMA recomends M&R expenditures
of 2 to 4 percent of the building cost. W found
in the Washi ngton area, at |east one of our

consul tants here says this runs about 2.73 percent
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of the building cost here in Washington. Wat's a
reasonabl e figure that we can use to help justify
our recurring mai ntenance budget request?

[ Laughter.]

MR. EDWARDS: |'m not even the president
of the conpany. GCkay; one, the degree of
mai nt enance of your buildings, | held accountable
the person in charge of the building. dearly,
whoever has comrand and control of that building is
accountable for its physical plant, its threat
| evel and other features. For exanple, | would
hol d the manager of the Washington Hilton
responsible for his R&Mfor the year. Wy?
Because that's what he paid to do. And if he | ost
a building because his boiler went, or he lost his
swi tch gear, which did happen at the Washi ngton
Hlton in 1985, but PEPCO bl ew us up; we didn't
bl ow ourselves up; the point is you have a life
situation there, life safety deal.

In terms of FTEs, we use the word FTEs:
how many engi neers shoul d you have or shouldn't you

have? Well, at the Waldorf Astoria, you're going
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to have a |l ot nore engineers running around in a
building fromthat era than you're going to have in
the building that we just opened six nonths ago in
Houst on, Texas.

The corporate office does have a ratio of
FTEs to building and age. It's a conplex program
It's called the bal anced scorecard, if any of you
have used themin your private sector. W khow
approxi mately by a square foot basis and age of
bui |l di ng basis how many FTEs we will need to
mai ntain that plant and give the nanager of that
plant the ability to keep in conmmand and contr ol
We, like you, were given for the last four years
until the econony cane back post-9/11 a 4 percent
cap on all cap ex for every building. That was a
one-size fits all decision. It was not a good
di sclosure, but it was a decision that kept Wal
Street, stockholders, and the conmpany in a cash
position that was acceptable, and we had to
maintain it. So then, you prioritize: what do
need to do, and what is deferred maintenance?

Then, the manager will flag a deferred
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mai ntenance itemthat if it isn't done today, okay,
you're going to have a problem And that becones a
speci al project above his normal R&M for the next
two or three years. You use a two-year cycle; we
use a five, and the R&M we use on a one year
basi s.

So | don't know how to explain to you what
Congress or someone wants to tell you to do for an
operating budget for repairs and mai ntenance, but |
do | know that there has to be soneone accountabl e
for the building to let you know what is an extrene
or energency condition that goes above the R&M | i ne
and brings to attention a special project
notification or normal nmanagenent of turning the
tubes on the boiler, replacing the lithium brom de
unit down in the basenent, the old York if you have
one, or what do we do with the boilers, or what do
we do with the switch gear? W have al unm num
wiring that's got to conme out; we should have
copper.

Those type of things would change. But--

GENERAL WLLIAVMS: Bill, that's excellent.
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Let me just say one thing while you' re on that good
thought: Congress is not dictating the how to.
They are raising the kinds of questions you just
spoke to, all about the managenent, et cetera, et
cetera

My part of the credibility piece is that I
do not and will not take anything to themin the
way of a request until | know absolutely sure that
the problemis defined at that level, and | have a
managenent structure in place to deal withit. So
we're trying to get prepared. W've done a |ot of
work and to |l ook for all of the nuggets that would
hel p us get there. You just overarched this with
the big word that we have had as a part of our
met hod of doi ng business, and that's
accountability.

The buil ding has to be maintained by the
user, number one. The checks have to be made and
all of that, because that's what generally causes
us to miss a problem But neverthel ess, we got
what we got because of negl ect through the years.

I"mtrying to get out of the hole, but as | get out
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of the hole, | want to make certain that we cone
out with a good path forward for good, clean
managenment .

MR EDWARDS: Well, what we did is after
that 4 percent phase, and now, the econony is back,
you had deferred mai ntenance, and we woul d bundl e
it by priority of hotels that needed it versus
those that did not. So we may take the 4 percent
al l ocati on from Houston and nmove it up to the
Wal dorf. They now have 9 percent or 10 or 12

In other words, you nove your anmp where
the eneny is versus, you know, the other way. So
we have now adopted that. It sounds silly; it
sounds basic, but it is the only way to nanage, and
if you' re given a budget, where you put it is up to
peopl e who are professionals to determne that.

Now, our manager, who rmay not have a
degree in engineering, will put his projects and
his RRMin line, and we have specialists in the
Engi neering Division who will scrub all of those
operational budgets themnmsel ves and define them and

justify them and agree or disagree, and if they
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don't agree, they will challenge and bunp it back
to the nmanager saying this is not going to--this is
not an acceptabl e approach to an asbestos issue or
what ever it nmay be

GENERAL W LLI AMS:  Yes, please.

MR. CHACE: Ceneral, again, I'll relate
this to howwe do it with security equipnment. One
of the ways, too, that we encourage that people go
through with anal yzi ng and assessing on security
is, nunmber one, it has a life cycle, and we
understand what that life cycle is. |'msure
you're aware of that. So we're able to plot out on
a graph the anticipated tine for it, so that helps
you manage that right away.

Typi cally, then, you begin to understand,
and there are databases for this, what the
antici pated catastrophes are with that, what the
failure rate is for certain equi pment and things
like that. The other way is just to regularly--and
again, I'mgoing to sound very basic, but it helps,
and when you're nmeasuring and managing, | tend to

bl ur those sonetines, because | think they are hand
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in hand. And neasuring, too, is you'll be able to
gather data on a nuch nore frequent basis by
schedul i ng even just quarterly or biannual systens
checks and just making sure, even the system just
| ook at, and you can tell it's about to crack, or
it's not about to crack. You're shaking your head,
because this is all comobn know edge to you, but
it's those basic sinple steps that ultimately | ead
up to averting catastrophe.

And when those basic little sinple steps
aren't taking place, because people don't take them
seriously, they don't think they' re necessary to
do, because it's the first thing to go, that's when
you start making the probl emeven larger. So |
just always go back to, you know, craw, walk and
run. |It's easier to craw, and you don't want to
be sprinting if you don't have to.

GENERAL W LLI AMS:  Excel |l ent.

kay, yes, M chael ?

MR. DECHI ARA: | nean, it sounds like, you
know, that you have to | ook at historical data, and

| assune that you have what ever nunber you have
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based on that. But the historical has got to be
broken into two conponents: what you woul d expect
for M&R, and then, historically, what's been the
unusual M&R.  And then, what makes it nore
conplicated for you guys is | guess by building
type, because | guess, you know, if it's in Gernmany
or sonething, and the building has been there for,
I don't know, 50 years, that's a different issue
than if you're building sonmething newto the new
specs, you know, and what you woul d expect there.

But again, | hate to throw this back to
Bill, but if there is something in their program
things that you're looking at that you may have
nm ssed, because they have a lot of, you know,
hotels; they've been doing it forever, it night be
useful if they could share sone of that with you
just to nake sure that, you know, naybe you can
refine. If you're at 4.8, and they're at four
poi nt whatever, maybe you can figure out a way to
make that sharper.

MR. SMWTH. We're at about 0.7.

MR, DECHI ARA:  You guys are doing a
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fabul ous job, 0.7. That's crazy. So that doesn't
reflect reality? 1Is that your historical average?

MR. SMYTH: Actually, we're doing a little
better than we were before. W have been doing
better than we were before.

MR. DECHI ARA:  Now, just as a taxpayer now
as opposed to a panel nenber, is that because of
the new buil ding type and the standardi zati on?
Because if, you know, nenbers were hearing 4
percent, 4.7, whatever it is, 0.9 or 0.7 is
fantasti c.

MR SMWWTH: Well, | think it's a fal se
econony, because by the 0.7, it's the routine
mai nt enance itens, these regul ar checks, these
regul ar repl acenents, the schedul ed repl acenents
that lend to the energenci es which then have this
positive feedback system where, you know, you get
more frequent energenci es because you're not doing
the regular one. But the critical thing, as
General WIlIlians has pointed out, is establishing
the credibility on this particul ar issue.

GENERAL WLLIAMS: It's alittle worry box
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for nme, because we want to nake certain that when
we do cone out of the chute that we are in the best
position that we can, and that's the reason why we
are noodling with it. The staff has been westling
with this for the last six nonths.

We have intensified it greatly and made it
one of the things we are going to fix before the
summer. |In fact, Rich and his people will be
talking to ne next week about this. And | guess
what we are really focusing in on is to nmake
certain that, first of all, we know what the true
backlog is, and it's not spongy, and because, you
see, | have this theory, and | think Congress has
the sane theory, and that is | have 54 new
facilities ongoing, and we have to do what Bil
j ust said.

We have to put the dollars for M&R where
they will make the biggest bang. It is, in fact,
an investnent. And clearly, the 54 that you
wi tness on the board here, they should be fine in
terns of any backl og when they are delivered. Al

we have to do is maintain them So | see a
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correspondi ng reduction in the existing backlog as
we bring nore of these on board.

So you can see kind of what |I'mwestling
with. So we want to nake certain that when we do
go forward that we have a very true representation
of what the real issue is about, and there's not
sonet hing there that should not be there. And
then, a process going forward where we can keep
this under control. And unlike a |lot of the things
that have been said here, it really is a managenent
matter on how you tee it up and how you watch
t hi ngs.

We are putting a very sophisticated system
on these, a building autonmated system | spoke
about sensors and nodes and all of that where we
can detect if something is going wong, right,
what ever, in any one of our systens. But we enpl oy
a smart person who knows how to interpret all of
that. And then, that person has to go and find
sonmeone who knows how to fix that. So it requires
us to have an electrical engineer on site at this

| ocati on who can go deal with this conplicated
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system a nechanical engineer, et cetera, et
cetera

So it's changing the whole way we will do
busi ness. The skill sets that have normally been
associated with our enbassies for years and years
will not make it under this new concept. So we are
dealing with Dr. Rice's transformational issue,
where we are going fromone state to the next. So
we have got a lot of things going on here.

MR, EDWARDS: Just to add on real quick to
Rich here and to you, Ceneral, is that all of what
I just said is prem sed that the plant has its
water treatnent in place, that it has its
electrical monitoring in place, it has all of its
SOPs operating and revi ewed by outside sources on
an annual i zed basis, so the basic systens are up
and running and acceptable. |f your water
standards are not there, you're going to | ose your
cooling towers; you're going to | ose everything.

So we don't want to create naintenance,
okay? So | agree with Rich: if | had a nunber of

poi nt - O-sonet hing, well, everybody would be in
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shelter halves for the rest of their lives out
there. So the premise is that your basic systens
are managed appropriately on an annualized basis.
If that is in violation, you' ve got, as R ch agreed
with me, you've got a whole different ballgane
here. So the R&M side is above that.

GENERAL W LLI AMS: Excellent. You've been
very hel pful

Yes, Mary Anderson?

MS. ANDERSON: Well, once again, this gave
me the opportunity to reach out to associates in
the SCVE conmunity and to our clients, and the
feedback that | got from NAVFAC, |I'Il just go ahead
and quote to you just for your information and as a
resource for conparative purposes, and his response
was that their basic standards of conditions shoul d
be specific and tied to budget constraints.
Accept abl e backl ogs are defined by budget and
recapitalization standard. The Navy has adopted a
67-year recapitalization cycle, and our maintenance
and construction programis geared to current,

centrally managed nmanagenent standards and
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facilities budgets.

If you check the NAVFAC Website for nore
information on facility support, contracting
gui dance, their facilities condition assessnent
program MR backl og managenent, and the
sustai nment restoration of nodernization policies.
So that's all on their Wbsite at navfac.navy.ml.

GENERAL W LLI AMS: Ckay; yes.

Thank you. Joel

MR ZI NGESER: Just a quick question: how
much of the problemis scorekeeping versus the
realities of the work itself? And by that, |I'm
tal ki ng about the age old color of nobney issue, and
Ri ch, you nentioned, you know, you get a certain
anount of money; you've got a backl og; and then,
what Bill has called special projects come up. Are
you able to keep score of those separately so that
fromOwWB s point of viewas well as the Hll's
poi nt of view, they see, you know, the
extraordi nary versus the ordinary?

MR. SMWWTH: It's not as clear a dividing

line as | would like to see, sir. \Wat goes
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forward to the Hll and to OVMB is a mai ntenance and
repair line item It is not broken out into
extraordi nary emergencies or the routine PM

GENERAL W LLI AMS: That may be one of the
issues is in the presentation

MR, ZINGESER Well, you know, MR
historically is always an issue. | nean, the
bi ggest problemin Governnent fromtinme to tinme is
M&R noney doesn't get spent on MGR. It gets spent
on ot her things.

GENERAL W LLIAMS: That's right.

MR. ZINGESER It sounds like you're not
doing that. That's good.

GENERAL WLLIAMS: But it's in part of the
| exi con.

MR ZINGESER: Yes, so there's always that
suspect. And | guess that's the only hint | can
come up with is keep score and try and flesh it up
and nake sure they understand what a good job you
really are doing with the resources you have and so
you don't get slapped in the wist and cut when

ot her things happen

file:/l/Z|/Storage/0602usds.txt (186 of 208) [6/13/05 10:50:34 AM]



file:/l1Z|/Storage/0602usds.txt

187

The other part is, of course, putting in
the programearly, the fact that all these new
facilities will require maintenance. It may not be
as nmuch, but it's going to be there. And nmake sure
that that's clearly understood as you nove down the
road. OQherwi se, you're just setting a trap for
yourself. It's like if | don't clean ny filter, ny
wi fe gets mad.

[ Laught er.]

GENERAL W LLI AMB: Right.

kay; this is--Rich, you okay? You got
enough?

MR. SMYTH.  Thank you very nuch, GCeneral

GENERAL W LLI AMB: Okay; and | know you
don't mind if R ch reaches out as he continues to
westle with this. [It's been very hel pful

I think what 1'mgoing to do at this
monent, because | do want to terminate the neeting
at 3:00 p.m to give everybody an opportunity to
get back to your places. | want to go around the
outer wall and give those visitors an opportunity

to introduce thenselves. |[|'ve heard your speeches,

file:/l/Z|/Storage/0602usds.txt (187 of 208) [6/13/05 10:50:34 AM]



file:/l1Z|/Storage/0602usds.txt

but just tell me who you are, and we are delighted

to have you here and witness this process.

So |l wll start in the corner, our

spokesman who has al ready spoken with us. You can

| et us know agai n.

M5. ANATHAR: Nuray Anathar with NOA

Pl anning Interiors.

GENERAL W LLIAMS: The voice you hear up

is the reporter. W want to make sure that

everyone knows you were here.

MS. ANATHAR: Nuray Anathar with NOA

Architects and Pl anners.

GENERAL W LLI AMS:  Thank you. Delighted

to have you here.

MR. ROCSE: | guess | should come up here.

I"'m TimRose with Nova International here in
Washington, D.C. W do furniture and nodul ar
bui | di ngs.

GENERAL W LLI AMS: Thank you.

And next ?

MR, COSMOS: I'mM ke Cosnbs with Weston

Sol utions, and we're based in Westchester,
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Pennsyl vania. W do engi neering and construction.
And |'ve talked to Nancy a little bit about how
we' ve hel ped the Air Force do very rapid design
build kind of projects offshore.

GENERAL W LLI AMS: Thank you for com ng.

Yes, sir.
MR SHOBE: |'m Barry Shobe, Shobe
Engi neering Corporation. |'mlocal to the

Annapolis area. W do electrical power and control
and instrunentation type work.

GENERAL W LLI AMS:  Thank you.

Yes, sir.

MR, KRETCHMER: |'m Tom Kretchmer with
Encl os Corp. W design and nanufacture exterior
wi ndows, curtain, wall, new participant in your
progr am

GENERAL W LLI AMS: Good.

MR. KRETCHVER: | want to conpliment you
on your format.

GENERAL W LLI AMS: Thank you.

MR. KRETCHVER: It's very interesting,

very informative.

file:/l/Z|/Storage/0602usds.txt (189 of 208) [6/13/05 10:50:34 AM]



file:/l1Z|/Storage/0602usds.txt

190

GENERAL W LLI AMS: Thank you.

Yes.

M5. SORG  Suman Sorg with Sorg and
Associ ates, Architects.

GENERAL W LLI AMS: Thank you.

Yes, sir.

MR VWH TE: GCeneral, thank you for having
me here today. Ken Wiite with Ameristar Defense
Products. W manufacture perinmeter security
systens, and then, we have physical security
prof essionals on our staff, DOS certified.

GENERAL W LLI AMS:  Thank you.

Yes, sir.

MR RUAN. Ed Ruan with J. A Jones,
International. W' re very pleased to have been a
contractor for OBO and its predecessor organization
for many years, and | think this kind of feedback
fromthe industry is great for both the OBO and the
contractor comunity.

GENERAL W LLI AMS: Thank you for being
here.

Yes.
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MR, SHI RVI NSKY: Adam Shirvinsky with
EMSI. Good to see everyone again, and 1'll see you
again next quarter. Again, great exchange and had
sonme real good nuggets. | look forward to
followi ng up on some of them

GENERAL W LLI AMS: Thank you. | don't
think this gentleman has nissed a neeting.
Delighted to see you

Yes, ma'am

MS. LEBRON: Good afternoon. |'m Jeanne
LeBron with Leo A Daly Architects, Engineers, and
Interiors.

GENERAL W LLI AMS: Thank you.

MR NA | am Sang Na with the Oracle
Corporation. dad to be here.

GENERAL W LLI AMS: Thank you.

MR VISHNA: M ke Vishna with Wald
Structural Products. Qur interest is in retrofits.

GENERAL W LLI AMS: Delighted to have you

MR LIVINGSTON: M nane is Geg
Livingston. I'mwth Structural Polyner Solutions,

and we make Kevl ar conposites for retrofits and
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bl ast mtigation.

GENERAL W LLI AMS: Thank you for being
here.

MR KATSIOS: N ck Katsios, Glford
Cor por at i on.

GENERAL W LLI AMS:  Thank you.

MR LEE: M. Lee, PAE. W do &M and as
a State Departnent official said, we do good things
in bad pl aces.

[ Laughter.]

GENERAL W LLI AMS: Thank you; okay.

MR. O KEEFE: Sir, my nanme is Kevin
O Keefe. |I'mwith Battelle Menorial Institute, a
nonprofit. W principally do research and
devel opment for the U S. Governnent, and one of the
things we're working on for another agency is
integrating into the design of buildings and
bi odefense. So | thought there may be sone
application here.

GENERAL W LLI AMS: Ckay; good. Thanks for
bei ng here.

MR BROM: Sir, |'"'mBruce Brown with SSI
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Services. W do O&M and provide services to the
intelligence comunity.

GENERAL W LLI AMS:  Thank you.

Yes.

MR NEWELL: Everett Newell.

GENERAL W LLI AMS:  Thank you.

MR BROM: G| Brown with Page,
Sout herl and and Page, Architects and Engi neers.

GENERAL W LLI AMS: Delighted to have you.

MR. CARBONE: Rich Carbone, Peace Corps,
representing Capital Assets.

GENERAL W LLI AMS: Good. Al ways delighted
to see you.

Yes.

MR. ARMES: CGood afternoon. M nane is
M ke Arnes for the GAO. As the Ceneral nentioned,
we do oversight.

GENERAL W LLI AMS: Thank you; and our
partner.

MR GARNIER. My nanme is John Garnier.
I'"mfrom Dynam ¢ Defense Systens. W' re involved

in portable walls and arnor sheltering systens.
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GENERAL W LLI AMS: Thank you.

MR. GOLDBERG  Andrew Col dberg with the
Anerican Institute of Architects.

GENERAL W LLI AMS: Thank you.

MR, CALLAWAY: Tom Callaway with Surge
Suppressi on, |ncorporated, and we provide
protection for electrical--

GENERAL W LLI AMS:  Thank you.

MR MADDEN: Ed Madden, Gal e Associ ates,
consul ti ng engi neers.

GENERAL W LLI AMS:  Thank you.

M5. HUTCHI NS: Nancy Lee Hutchins, Ceneral
Dynam cs Network Systens.

GENERAL W LLI AMS:  Thank you.

MR OKA: Noato Cka. |I'mwth the Wrld
Bank. We don't produce anything.

[ Laught er and appl ause. ]

GENERAL W LLI AMS: They just have noney.

[ Laughter.]

GENERAL W LLIAMS: He al ways cones to--

MR. OKA: We produce everyt hing.

[ Laughter.]
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MR HATTIS: |'mDavid Hattis with
Bui | di ng Technol ogy I ncorporated in Silver Spring,
Maryl and. We work in the area of building codes
and standards both in this country and
internationally, and nore recently, disaster
mtigation, both man-made di sasters and natural
di sasters and how to introduce mitigation concepts
into existing buildings. Thank you.

GENERAL W LLI AMS:  Wonderful .

MR. CONOVER |'m Dave Conover. |I'mwth
the International Code Council headquarters in
Fall's Church, Virginia. OBO has adopted our codes
as a basis for your building construction
regul ations, and we're here to support what you're
doi ng and hel p out.

GENERAL W LLI AMS: Thank you.

MR CULLEN: |1'm Ray Cullen wi th Hansel
Phel ps Constructi on Conpany, general contractor and
desi gn buil der

GENERAL W LLI AMS: Thank you.

M5. DEL PILAR 1'mJessica del Pilar with

Fentress Bradburn Architects. W're an
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architecture firmbased here and in Denver.

GENERAL W LLI AMS: Thank you.

MR SINNOT: Jim Sinnot with DHL.

GENERAL W LLI AMS: Thank you.

MR YOUNGBLUT: 1'm M chael Youngblut with
Hess, Egan Surety and | nsurance.

MR, CHANDLER |'m Charl es Chandl er, snall
busi ness with Bri ghtwood Properties here in
Arlington. W specialize in Federal facilities
transacti on and asset managenent.

GENERAL W LLI AMB: Okay; thank you all for
being in attendance. W try at each one of these
to recogni ze any of our visitors. It's not
sonething that we have to, but it's like the gol den
rule that Bill talked about earlier. |It's an open
forum and it's only a matter of courtesy that we
gi ve you an opportunity to |l et us know who you are,
and we want you to know that you are wel conme to
attend and watch this process.

There's nothing that this organization is
doing that we do not feel appropriate to share. As

| said, our overwatch agencies are very nuch aware
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of that, and so is our panel.

At this point, | would like to see if our
panel menbers--go across and see if they need to

have a closing comment as well. Then, G na has

sone final comments, and it should be close to

3: 00.

Todd?

MR, RI TTENHOUSE: Thank you very much,
General. 1've been here since the initial neeting,

and it's been a real pleasure, and | congratul ate
you on the article in E&R, because that was a great
article, and it really speaks to what we have been
doing, and it's funny: Joe said sone people didn't
realize how big of a process and project that whol e

thing is, and it's great. |'mvery pleased to be

part of that and of this.

GENERAL W LLI AMS: Thank you for your

contribution through these years, Todd.
Mary Ann.
M5. LEWS: Thank you, Ceneral. |

certainly enjoy coming to these neetings, and

sound |i ke a broken record, I"'msure, but | learn
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so nmuch nore fromthese neetings than | give, |I'm
sure. And | think it's just a wonderfu
opportunity for all of these professional societies
and owners to share information, too. This is a
wonderful forumfor it

GENERAL W LLI AMS: Thank you for your
contribution.

Bill?

MR EDWARDS: | cane here to listen and
take notes for the president of ny conpany.

[ Laught er.]

MR. EDWARDS: Mary Ann warned rme.

It was a pleasure being here. It was very
interesting. And you have a significant challenge.
You have a very significant challenge with ceilings
that seemto be getting |ower to operate wthin.

But this was interesting; it's very educational,
and |, of course, will explain to the president of
the conpany when he gets back from overseas what
takes place here, but it was very enjoyable and
very interesting people.

GENERAL W LLIAMS:  Thank you. Delighted
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to have you.

Crai g?

MR. UNGER | enjoyed very much the new
panel nenbers' fresh perspective, and |, too, took
about six pages of notes to take back with ne. It
has been a real, | think, informative session;
appreciate it, and as usual, it's a joy not to have

a cell phone for six hours.

[ Laught er.]

GENERAL W LLIAMS: That's good governnent.

[ Laught er.]

MR CHACE: |'mso used to my hip buzzing
that 1'mnot used to it.

Well, General, | wanted to thank you, too.
Thi s has been an amazi ng opportunity, and
appreciate the baptismby fire here today. |
certainly want to nake sure that I'mable to
contribute in a meani ngful way and hope to continue
to do so as long as it's at your pleasure to do so,
and |'m happy to neet ny new col | eagues here and
hopefully | can contribute to themin any way they

need to help. Thank you very nuch.
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GENERAL W LLI AMS: Thank you.

M chael .

MR DECH ARA: It's a little bit different
perspective sitting inside the circle than outside
the circle.

[ Laught er.]

GENERAL W LLIAMS: | know t hat.

MR DECH ARA: But | would like to thank
you for the opportunity. This is a wonderful
forum and | promse I'll read the E&GR article--

[ Laught er.]

MR. DECHI ARA: --before we neet again.

Thank you very nuch.

GENERAL W LLI AMS: Thank you, M chael.

Joel ?

MR ZI NGESER: Again, as always, and as
others have said, it's obviously a |earning
experience to sit here and listen not only fromthe
panel but from what others have to contri bute.

It's a great pleasure to do so. It is an honor to
be a part of this panel. |1'mlooking forward to

continuing to hear sonme nore about sone of the
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things you're doing as you go forward in this
process of devel oping nore discipline and drilling
down and all of that.

I think the program has been a huge
success. |'mabsolutely as an Anerican citizen
thrilled that you're seeing it through and that
your staff is here to support you and that the
programw |l go on. To nmake the changes that
you've made in the first four years is
unprecedented, but to not see it through would have
been a tragedy. So thank you for staying; thank
you for doing what you're doing.

GENERAL W LLI AMS: Thank you

Mary Anderson.

M5. ANDERSON:  Yes, and again, thank you
very much for the opportunity to be here. It's
been a great experience, a |learning experience for
me to research and hopefully contribute to the
questions posed by the panel and by you, and | echo
the sentinents of all of those who have spoken
before ne, and al so, next neeting or as we continue

along, 1'd like to further introduce sone of the
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benefits of and opportunities with the Society of
American MIlitary Engineers. There's a nunber of
progranms and ways in ternms of enployee retainage
and a nunmber of the issues that you've asked about
that | think being involved in will benefit you,
and 1'd like to be able to present that.

GENERAL W LLI AMS: Thank you

CGeor ge

MR. PAPADOPOULCS: It's always very
difficult being the | ast one.

[ Laught er.]

MR PAPADOPOULCS: You have stolen the
show. But again, thank you very much for having ne
on the panel, General. |'ve learned nore than I
have contributed, and it really is very worthwhil e,
because the projects that I'minvolved with with
overseas are pediatric clinics for H V-infected
children. It is a very worthwhile effort, and they
need all the help they can get. |It's not the sane
massi ve effort of the new enbassy conmpounds and
does not have any hi gher nission, but it does have

the m ssion of providing a platformfor the doctors
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and nurses to mnister to all of these countries
that are savaged by AIDS and H V.

So it's a tremendous benefit that |
receive in listening to the various experiences and
i deas, and again, | thank you and congratul ati ons
on your excellent coverage in the E&R. \What a
wonder ful pi ece.

GENERAL W LLI AMS: Thank you very rmuch.

Thank you, panel

Now, to ny staff, Pat, anything to add

her e?
MR. MCNAMARA:  Not hing, sir.
GENERAL W LLIAMS: We'll save G na unti
| ast.
Suzanne?
MB. CONRAD: No, sir. Good neeting.
GENERAL W LLI AMS: Thank you
Joe.
MR TOUSSAINT: 1've got to add sonething.
[ Laught er.]
MR. TOUSSAI NT: No, once again, this has
been wonderful, and I'lIl echo the conmment of the
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new vi ews that have been brought in here | think
are a stimulant to this, and it's very good.
Todd's conment to nme was what sonebody sai d about
having read the E&R article, and to see, | just
assunmed everybody knew the size of our program and
the inportance and so forth, but they didn't. And
so, that in and of itself and the Ceneral's
representation of it, | think we're at a pivotal
point now, and | put this out as sonething that
together, we're going to nake real strides and in
getting even further inprovenents in our program

So thanks once agai n.

GENERAL W LLI AMB: Rich?

MR SMYTH. |'mnot going to be as
el oquent as Joe, but thank you very, very nuch.
I"ve gotten a lot out of this, and | very nuch
appreci ate your contributions to OBO

Thank you.

GENERAL WLLIAMS: Well, let me say in
concluding | appreciate the support and the
comrents of everyone that's been invol ved today.

do want to say that we are taking away severa
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things. We will be |Iooking at our eval uation
process and |looking at it both ways. W will think
more about continuously planning as it relates to
proj ect execution.

We will think about managi ng expectati ons.
We know this will, could get one in trouble. W
will attenpt to do a nore focused job with clarity
around industry outreach, particularly as it
relates to the | ow end of the spectrum of our
industries. We will |look and exam ne to see if
there's not a better way, a nore crisp and a nore
preci se way to exam ne our O&M presentation for our
budget s.

Then, of course, we will be very sensitive
to the fact that you, too, agree with our approach
on accountability and discipline, and we will get
on a glide path of being fast, focused, and
flexible. And even | learn a thing or two as we--

[ Laughter.]

GENERAL W LLI AMS: --npve down the way.
And | will always try to craw before | wal k or

run.
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So it says to the new nenbers that you do
bring a piece to the table, and we will | ook
forward to a great interaction. This is a |lot of
fun. This is a part that | enjoy nobst, to see
governnent working the way | think it should work,
and that is transparent. W all pay taxes, and
it's not about Wlliams. |It's about the U S
Governnent that's in a little bit of a trick around
the world nowwith a | ot of things, and our enbassy
programis so critical to being able to launch this
di pl omatic platformfromwhich our government can
do its work. And coming to work in the norning,
this is what gives ne the charge, because if we can
make a difference in that delicate world, then, it
has been worth the ride.

Be safe. W will see you next tine.

[ Appl ause. ]

M5. PINZINOG  Everyone, if | could just
right before you | eave--

GENERAL W LLIAMS: OCh, just one mnute.
Just one mnute.

M5. PINZINGO One second
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GENERAL W LLI AMB: Pl ease, please, please,
pl ease, please, please, nobody nove. Nobody nove.

M5. PINZING  Nobody nove.

[ Laughter.]

GENERAL W LLIAMS: Ckay.

| erred. | said the |ast person who woul d
speak would be Gna. And | didn't do that. So
owe her an apology, but I"'mgoing to allow her to
do it now This |ady works very, very hard on
this. She puts this together together with
Phyllis, and it's not easy pulling all this
together. | want to thank our security teamthat
is sort of behind the scenes and hel ped you get
through this maze we have here. | want to thank
our court reporter behind me for recording and the
rest of the managenment support staff that's up with
hi m

And now, G na, you get the last word

MB. PINZINOG  Thank you, sir.

GENERAL W LLI AMS: Thank you

M5. PINZINO | just wanted to point

everybody to this. The back page of your bookl et
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i s--save the day--industry day, Novenber 2
I nformation can be obtained on the Website at the
bottom of the page so you can register.

Last but not least, I'd like to also
invite you to join us again for our next |ndustry
Advi sory Panel neeting, which will take place on
Septenber 22. We will be in the Loy Henderson
room which is the mni-UNroomhere at the State
Department for that neeting. And actually, no,
this is the last thing: please return your badges
upon exiting to our security staff, and please exit
the sane way that you entered this norning.

So thank you, everyone, panel nenbers and
everyone for your patience and for your
contribution.

[ Wher eupon, at 3:01 p.m, the neeting

concl uded. ]
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